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WHILE the new code of building laws submitted by the 
commission that has had the matter under consideration for a 
long time does not seem to meet with the unanimous ap- 
proval of architects, builders, propertyowners and others 
interested, it is probable that it will be found to be a sub- 
stantial basis upon which to construct a more satisfactory 
code than the one proposed. Further hearings are to be 
given to interested persons, and it is to be assumed that rea- 
sonable suggestions will receive careful consideration. The 
building iaws as they exist at present are full of defects, fall- 
ing far short of giving the public that degree of protection 
that it is entitled to from the machinations of “skin” archi- 
tects and “jerry” builders. Experience with this class of per- 
sons shows that their work has cost many lives, has placed 
the city in peril from the ravages of fire, and has filled our 
streets with cheap and flimsy buildings, made to sell regard- 
less of all conditions of safety. At almost every session of 
the legislature efforts have been made to secure more 
stringent building requirements, and while something has 
been gained from time to time in this direction, a carefully 
digested code, applicable to all classes of buildings, has yet 
to be evolved. Where so many interests are to be considered 
it is impossible to prepare building regulations that will be 
entirely satisfactory to all, hence individual interests should 
have no weight with the revising commission, but the public 
welfare should alone be considered. From the standpoint of 
fire protection those safeguards that are most highly ap- 
proved by practical firemen and fire underwriters should be 
insisted upon. New York is too large a city and has too 
much wealth at risk to subject it to any fire hazards that can 
possibly be avoided. Its growth has been so rapid that 
almost anything in the nature of a building has been per- 
mitted, but in future propertyowners should be compelled to 
build for stability and safety. 





THE paper prepared by President J. W. Alexander of the 
Equitable Life and read before the Insurance Commissioners’ 
convention at Detroit last week was an eloquent plea for con- 
servatism in competition and may be accepted as a public 
declaration of the platform laid down by Mr. Alexander for 
the guidance of his great company. The points discussed 
may be summed up briefly as covering the interest question, 
surrender values, and false liberality of both premiums and 
conditions. On each of these points there is room for wide 
differences of opinion, but a careful reading between the lines 
will demonstrate that extreme liberality in any direction with- 
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out adequate compensation is bound to result disastrously. 
A three per cent interest basis fifteen years ago may have 
been ultra-conservative, but to-day it is looked upon as only 
mildly conservative, and the companies which have not yet 
taken measures to adopt it or only taken the half-way step, 
cannot expect to keep pace in financial strength with their 
competitors, nor will they be able to reap any ultimate benefit 
from the fact that they continue to write business at a lower 
premium rate. As to the question of surrender values the 
Equitable’s position is well known, for, while it was the first 
to offer as a surrender value the entire reserve to those policy- 
holders who were persistent in their payments over a long 
period of years, it is only very recently that its policies have 
had a cash value provision effective before the end of the dis- 
tribution period. “An easy and profitable means of exit” 
well describes the present tendency of cash surrender values 
which do much to destroy the original aim and object of life 
insurance. So-called liberality of policy conditions is another 
subject which demands careful consideration. The light of 
experience soon showed that many of the harsh restrictions 
formerly placed on policyholders could safely be removed, 
but there is a wide gulf between such action and the entire 
removal of restrictions which only fierce competition is re- 
sponsible for. Has not the time arrived when the life insur- 
ance business should be conducted in absolute harmony with 
the experience of all companies? Co-operation is urgently 
necessary, and Mr. Alexander’s paper clearly indicates that 
at least one of the leading companies is ready to meet the 
problem half-way. 





THE thirtieth annual convention of the Insurance Commis- 
sioners Association, which was held in Detroit last week, 
will not be looked upon as a particularly important affair. 
By comparison with the Milwaukee meeting of a year pre- 
vious it was decidedly flat, although the papers read were, as 
a rule, of avery high order. About all that was accomplished 
at the meeting was the reading of papers and the introduction 
of a few resolutions which were referred to committees, where 
they will slumber for a year and perhaps longer. No vital 
points were discussed and nothing was proposed tending to- 
ward concerted action on the part of all State insurance offi- 
cials. There was noticeable, however, a change of opinion 
with regard to examinations. A year ago the feeling was 
manifest that each department would insist upon making its 
own examinations of outside companies and disregard the 
certificate of a company’s home State. Now, however, the 
pendulum seems to have swung the other way, and the offi- 
cials present at the convention, while not openly indorsing 
the plan, seemed disposed to look with favor upon the prompt 
acceptance of the certificates of examination issued by the 
home State, a position which is highly to be commended. 
The resolution looking to the preparation of a uniform code 
of insurance laws was a step in the right direction, and it is to 
be hoped that the committee on laws and legislation will not 
permit the year to pass by without taking action. National 
supervision is to some extent feared by the Insurance Com- 
missioners, and it is felt that only by uniform legislation 
throughout the States of the Union can it be warded off. 
Consequently, the report on this subject will be anxiously 
looked for at Hartford next year. We think it will be a long 
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time before the commissioners will again consent to listen to 
the reading of papers exclusively, however interesting they 
may be, but will'\devote more time to the discussion of matters 
pertaining to their special functions. The problems which 
confront them are too serious to be overlooked, and the an- 
nual convention is the only time when they can gather to- 
gether in council, and out of the abundance of their experi- 
ence, devise ways and means to harmonize and simplify in- 
surance supervision. President Orear, the executive commit- 
tee and the Hartford officials should see to it that the 1900 
convention is a purely business one. 





FIDELITY AND SURETY INSURANCE. 


N a recent issue of THE SPECTATOR we referred to the re- 
| grettable fact that the companies doing a fidelity andsurety 
insurance business were lacking in any semblance of an or- 
ganization calculated to give to the managers, agents and the 
general public a better knowledge of the character of the 
business and the conditions surrounding its transaction. As 
au consequence, there is no uniformity of practices, while the 
rates charged for such insurance vary with the humor of 
those soliciting it. In short, while the companies have formu- 
lated tariffs of rates, each for its own guidance, little atten- 
tion is paid to them when it comes to a matter of competition 
for business. The worst feature of the active competition 
that the companies are engaged in, lies in the throwing aside 
of certain safeguards which are essential parts of their con- 
tracts to protect them from preventable loss in consequence 
of the liabilities they assume. While rate cutting is to be de- 
plored under all circumstances, it can be considered little less 
than suicidal to open the door to increased liability for a pre- 
mium that is wholly inadequate under the most favorable 
circumstances. Such practices may result in securing a large 
volume of business, but they must inevitably bring to grief 
the companies indulging in them. The reckoning may not 
follow immediately upon the heels of the offense—for the 
obligations assumed do not all become claims simultaneously 
—but the liabilities must be met sooner or later, and if the 
premiums taken in are insufficient, there follows a loss of 
capital and the integrity of the company becomes a subject 
of suspicion. In nearly every branch of insurance it has been 
found desirable and even essential for the companies to form 
associations for the interchange of experiences, for consulta- 
tions as to methods and practices, and to consider measures 
to secure the betterment and the stability of their business, 
and at the same time to give to the public the best service 
possible at a reasonable price. The fidelity and surety busi- 
ness, among the most important branches of insurance, has 
never had such an organization in this country, and, as a 
consequence, each one of the eleven companies engaged in it 
has proceeded according to its own ideas and in ignorance 
of the experience of its competitors. The managers of these 
companies are candid enough to deplore the conditions as 
they exist, but no one seems willing to take the initiative in 
forming such an association, which would concededly be to 
the interests of all concerned. There is business enough for 
all the eleven companies at adequate rates and with proper 
safeguards, provided unanimity of action can be secured. 
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In other columns of this issue of THE SPECTATOR we print 
a very thoughtful paper upon the subject of “Fidelity and 
Surety Insurance,” presented by Charles A. Dean, president 
of the National Surety Company, to the National Convention 
of Insurance Commissioners at Detroit last week. It gives 
a more comprehensive idea of the functions of this class of 
insurance than the general public is possessed of, and should 
receive the greatest amount of publicity. Mr. Dean explains 
fidelity insurance very clearly, and in what manner it best 
serves the public. This is not by pursuing and punishing em- 
bezzlers, nor, by refunding the amounts embezzled, but in 
preventing young and thoughtless persons, holding respon- 
sible positions, from yielding to the temptations that sur- 
round them and appropriating to themselves the funds of 
their employers. This class of insurance is quite well under- 
stood by the public through the requirements of corporations 
that their employees shall obtain fidelity insurance, and the 
fact that an insuring company has a friendly and watchful 
eye over him has restrained many a young man from yielding 
to the temptation to use money that passes through his hands. 
Such insurance saves both employer and the employed a vast 
amount of trouble-and annoyance, for they are assured that 
fidelity bonds are not issued without investigation as to the 
character and antecedents of the person assured, and also that 
should his subsequent conduct give rise to suspicion, the in- 
suring company will have prompt information of the facts. 

But surety insurance is not so well understood, and Mr. 
Dean’s explanation of it should tend to make it in greater 
demand. In providing bonds required by the courts in vari- 
ous phases of litigation, in place of personal bonds formerly 
required, the surety companies are doing an excellent work, 
that is fully appreciated by litigants and by the courts that 
have to approve of the bonds offered. It is a delicate matter 
for one person to ask another to become his bondsman, while 
it is exceedingly objectionable to the person asked. Indeed, 
in many partnership agreements it is specially provided that 
neither partner shall indorse notes or become a bondsman 
for any person. The security of an individual bond may be en- 
tirely destroyed between the date of its execution and the 
time when it may be forfeited and become collectable, owing 
to the bondsman having become insolvent, or from other 
causes. The bond given by a corporation having adequate 
capital, whose assets are invested according to law, is not 
open to such objection, for it must maintain such a condition 
of solvency as will guarantee absolutely all its undertakings. 

3ut it is in connection with the bonding of persons acting 
in fiduciary capacities, and having charge of estates belonging 
to widows, orphans, minor heirs, etc., that Mr. Dean thinks 
the greatest care should be exercised by the surety com- 
panies. The liability that may accrue to them under such 
bonds cannot be estimated, nor can the limit of time be de- 
termined within which claims may be made upon them under 
their contracts. The administrator of an estate, who is bonded 
by a surety company, may squander the funds in his posses- 
sion, and his offense not be discovered until minor heirs be- 
come of age and demand an accounting. Then the surety 
company that guaranteed his fidelity will be called upon to 
make good the shortage to the full extent of its bond. Theo- 
retically, surety companies make it a condition of their con- 
tracts that they shall have joint control of the personal prop- 
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erty that comes into the hands of an executor whose bonds- 
man they become, but in practice this condition is frequently 
waived, and the company takes the risk without securing the 
privilege of supervising the acts of the executor. In waiving 
this joint control condition, the company doing it abandons 
its strongest hold upon the individual whose acts it has guar- 
anteed, and leaves itself with no other security for the liability 
it assumes than the reputation of the individual insured. Em- 
bezzlements by fiduciary agents are of too frequent occur-- 
rence, as the records of our courts will show, to warrant the 
loosening of any tie that may hold them to an honest and 
faithful performance of their duties. 

Mr. Dean suggests that it may be desirable to seek legisla- 
tion to compel surety companies to be more exacting in their 
contracts when dealing with fiduciary agents and public offi- 
cials, but legislation should not be necessary to induce the 
surety companies to adopt means of self-protection, and that 
their continued solvency and success would seem to demand. 
It is a dangerous thing to appeal to the legislature, for the 
door once opened, there is no setting a limit to the tength 
our unsophisticated legislators may go. To ask relief at their 
hands is likely to result in the creation of new burdens for the 
companies to bear, or in restrictions that would prove ob- 
noxious and possibly prohibitory. The remedy lies in their 
own hands. They know the situation thoroughly, and all the 
perils surrounding it. They also know the means whereby 
those perils may be avoided better than any legislators can 
possibly know them. It is for them to apply the remedy that 
is in their keeping, and not add another peril to those already 
threatening them by an appeal to legislation. The reckless- 
ness that at present characterizes some of the companies 
when in competition with their rivals is calculated to bring 
surety insurance into contempt, for the wary public will look 
askance at “job lot” indemnity that is sold at the bidders’ price 
rather than at the price the companies themselves have de- 
clared to be necessary and equitable. Especially will they 
bring demoralization to their business if conditions that to 
one customer are declared to be essential, are waived and ig- 
nored in favor of another who knows how to “play off” one 
company against another. There is at present too much of 
the spirit of recklessness manifest in the surety business, and 
no company can claim to be entirely exempt from it. Mr. 
Dean, himself the president of a prominent surety company, 
freely admits that there is some glass in his own house, and 
that consequently he is not at liberty to throw stones at his 
competitors, deplores the conditions that at present prevail 
in the business, and would be glad to see the surety com- 
panies organize for its betterment. It ought not to be a diffi- 
cult matter for these eleven companies to come to an agree- 
ment as to the practices that should govern in the prosecution 
of their business. What is required is more in the direction 
of preserving the integrity of the contracts they enter into 
than in the formation of a tariff of rates. The latter might 
be obnoxious in some of the States where anti-combination 
laws exist, but any action that is calculated to strengthen the 
character of surety bonds and afford better safeguards to the 
companies issuing them will certainly meet with the approval 
of all State officials and all intelligent persons. The country 
is now enjoying a period of almost unprecedented prosperity, 
and the demand for insurance of all kinds is increasing. No 
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better time than the present can be found for the surety com- 
panies to come together and, out of the fullness of their ex- 
perience, agree upon such rules and regulations for the prose- 
cution of their business as will tend to place them above the 
breath of suspicion as well as to increase the demand for their 


contracts. 
———— Eos 


ECHOES OF THE COSIMISSIONERS’ CONVENTION. 


His Honor, THE Mayor.—When William C. Maybury was intro- 
duced to the convention to extend the city’s welcome, he found him- 
self in rather a peculiar position by reason of the fact that in addition 
to being Mayor of Detroit, he is also an underwriter of some promin- 
ence. As managing director of the Standard Life and Accident he 
had an elegant opportunity to score the Commissioners or even, in his 
capacity of Mayor, to turn them over to the police, but he allowed 
his civic feelings to carry the day and went so far as to give out the 
police password. He won all hearts by his geniality, and the way in 
which he presided over the gathering in the cabin of the steamer 
“Toledo” will long be remembered. Mr. Maybury has made an ex- 
cellent record as Mayor of Detroit and the people like him so well 
that there is every probability of his being again elected to the chair 
at the forthcoming election. The delegates and guests present at the 
convention all assured him that he could have their votes if they 
would be useful, and no doubt the policyholders of his company will 
be equally generous. 


A CasuaLty Trio.—Ellerbe, Masters and Moore were inseparable. 
during the greater part of the convention. Col. C. P. Ellerbe, ex- 
Superintendent of Missouri, had to come on in order to read a paper 
which he had promised to prepare, and delighted his audience by 
saying about twive as much as was in his manuscript. Capt. Mas- 
ters of the London Guarantee and Accident also had a valid excuse 
for being present in the shape of an extremely interesting and valu- 
able paper, while as for W. T. Moore of the United States Casualty, 
being on a business trip, he just stayed over in Detroit in order to 
sleep at one hotel and get his meals at another. All three were 
heartily welcome and enjoyed themselves thoroughly. Capt. Masters 
turned the laugh on himself during the boat ride by telling of an 
experience while soliciting life insurance in Nova Scotia, where he 
was asked if it wasn’t time for him to go to sea again and get a fresh 
stock of silence. Col. Ellerbe was so busy during the excursion tell- 
ing stories to the ladies that he almost missed the entertainment in 
the cabin and found that his best stories had been appropriated by 
others. 

New York’s REPRESENTATIVE.—The New York Insurance De- 
partment has long been noted for its excellent personnel, and a worthy 
representative of it at the meeting was H. D. Appleton, the second 
deputy superintendent. Mr. Appleton is an old hand at these con- 
ventions, though he may not look it, and when it came to business 
questions he showed that he had a clear grasp of the subject under 
discussion. He was a member of each of the three committees which 
made a report, and it is safe to say that his counsel had much to do 
with the shaping of the results. 

THe New Men.—A number of new faces were seen at the con- 
vention and all of them proved to be well worth knowing. Merriam 
and Beehler of Iowa were continually in evidence; Hart of Indiana 
had all the fervor of a new recruit; Stone of Kentucky was popular, 
as were also the two handsome representatives from. Vermont, 
Messrs. Howland and Bacon. From the distant Pacific Coast came 
Heifner of Washington, who brought with him a dash of Western 
breeziness and snap which captured the delegates and enchanted the 
ladies. 

Tue Micnican Men.—Milo D. Campbell, although cailed to other 
duties than insurance, looked after the comfort of the convention in 
4 manner which left nothing to be desired. In this he was ably as- 
sisted by Commissioner Stevens, DeputyHadley and Actuary Sterns 
of the Michigan Department. What one of these gentlemen couldn’t 
de or didn’t know, the other did, and as a result every one who fell 
into their hands had the time most suited to them, in spite of the 
difficulty in keeping track of rag-time, standard time and local time. 
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TuE Ourcome.—Sociability rather than service was the main out- 
come of the reunion of the Insurance Commissioners at Detroit last 
week. But as it is a dictum of the Spencerian philosophy that the 
ornamental precedes the useful, it is not improbable that some practi- 
cal benefits may hereafter be realized from the contact of these offi- 
cials with the mass of instruction tendered for their guidance. It is 
to be regretted that there was so limited an opportunity for their 
coming in contact with insurance men—especially fire insurance men 
—but the ins rance men were conspicuously absent, due, perhaps, 
to a general feeling of resentment at the treatment accorded them by 
some of the State officials. But while it is not always easy to dis- 
tinguish the man from the official in one and the same personality, 
the few who undertook to do so were pleasantly rewarded in this re- 
cent instance. 


Missouri’s SHARE.—The State of Missouri, as the scene of the 
most hostile demonstrations ever experienced by the fire companies, 
was exceptionally well represented by its Superintendent Orear, 
Actuary J. B. Reynolds and Attorney-General E. C. Crow, the latter 
heretofore regarded as the Torquemada of the fire companies. But 
both Mr. Orear and Mr. Crow are, as a matter of fact, men who have 
fearlessly performed a plain duty in enforcing the laws as they found 
them without in any way feeling at heart that the laws were just. 
Indeed, it may be asserted with safety that the intellectual quality of 
these gentlemen would rather incline them to work for the repeal of 
anti-association legislation with respect to insurance organization, 
and that in so far as they can contribute to that end their vigorous 
enforcement of an undesirable statute will tend to its speedy repeal. 

Unirorm Laws.—The work of the Commissioners gives some 
promise along this line through the indirect method of substituting 
a uniform insurance law for the direct and difficult method of repeal. 
Upon the motion of Auditor Merriam of Iowa a resolution was 
adopted directing the committee on laws and legislation to prepare 
and report a code of uniform insurance laws to the next meeting of 
the association. This suggestion is likely to bear valuable fruit, and 
George W. Hayes, Jr., of New York, special agent of the Fire Asso- 
ciation of Philadelphia, deserves credit for also introducing the sug- 
gestion in the course of his able discussion of Dr. J. S. Bloomings- 
ton’s exhaustive treatise on ‘Fire Insurance.” 

THE DELEGATES.—Among the distinguished absentees were James 
W. Alexander, president of the Equitable Life of New York; Elmer 
H. Dearth of St. Paul, W. A. Fricke of New York and H. H. Eddy 
of Denver. The convention was, however, favored with the presence 
of four of the most popular ex-Commissioners, F. A. Betts of Hart- 
ford, Theron F. Giddings of Michigan, C. P. Ellerbe of Missouri and 
Milo D. Campbell of Michigan. Some fine figures and faces were 
seen among the Commissioners present. Hart of Indiana, with the 
face of a Senator and the voice of an orator; the classic Brinkerhoff, 
with his occasional precise comments; Carr of Maine, great and 
genial; Actuary S. H. Wolfe, the very handsome young man, witty 
i spite of his technical knowledge; Orear, small but earnest, and full 
of intelligent power; Crow of Missouri, a most companionable bird 
and not black all over; Actuary Reynolds of Missouri, an all-around 
man of affairs; Actuary Fackler of New Jersey, scholarly and re- 
served; Matthews of Ohio, whole-souled, broad and cultured; Kurtz 
of Maryland, genial and shrewd, and then came Roberts of Alabama, 
Upson of Connecticut, Merriam, Beehler and Goodrell, all of Iowa; 
Actuary J. C. Stone of Kentucky, Stevens of Michigan, O’Shaugh- 
nessy of Minnesota, with a pathetic political presentation from 
Dearth for his unavoidable absence; Slemmons of Ohio, the able 
assistant of Matthews; McCulloch of Pennsylvania, Hebert of Rhode 
Island and others, including some wives and daughters to give a 
touch of color to the gathering. 

Tue Papers.—‘“Max,” of course, gave his views on the “National 
Regulation of Insurance,” a fine recapjtulation of the arguments here- 
tofore presented by him in support of the theory that it can be done 
iu spite of Paul and Virginia or Paul versus Virginia. Mr. Cohen's 
paper was, however, discussed by W. H. Mylrea, formerly Attorney- 
General of Wisconsin, who took the ground that national regulation 
while desirable could only be attained through an amendment to the 
Federal Constitution. Mr. Mylrea also put forth a suggestion of 


great value in recommending that any movement looking to this end 


THE SPECTATOR 





[Thursday 


. 


should be along the broad lines of embracing many subjects besides 
insurance so as to warrant it becoming in reality a people’s move- 
ment, with the current of which insurance might be carried along 
to heights of greater safety and public usefulness. 


Matthews of Ohio had the courage to argue that taxation of gross 
premiums in respect of any class of insurance was as good a system 
as any, so long as the community was content to submit to the 
methods of taxation generally adopted throughout the United States 
as to all the affairs of life. In other words, that there was no par- 
ticular utility in seeking to refine and improve the method of insur- 
ance taxation alone, so long as the whole system remained crude and 
unscientific. Mr. Matthews plainly stated that “the condition of the 
laws in most, if not all of the States to-day in relation to taxation, 
is a reproach to our civilization.” 

Two of the best papers presented were those of President Charles 
A. Dean of the National Surety Company and Capt. A. W. Masters, 
United States manager of the London Guarantee and Accident Com- 
pany. These men happen to be “built about the same way” and each 
up-to-date in the mastery of his business, and their addresses were 
perhaps the most genuinely instructive of any of those launched upon 
the unsuspecting Commissioners. The surety and liability business 
being comparatively a new one, such light.as these papers give is 
peculiarly welcome at this time, and both Mr. Dean and Capt. Mas- 
ters have rendered an unusual service in their presentation of the case. 


REBATE AGAIN.—Auditor Hart of Indiana precipitated the only 
lively discussion enjoyed during the convention when he began to 
pour forth the vials of his wrath upon the evil of rebating in life in- 
surance. His address on the subject was savage, though couched in 
scholarly language, and on the third day he introduced a resolution 
to the effect that the association should ‘favor such legislation as 
will meet the emergencies of the existing evil, even to the point of re- 
voking the licenses of offending companies.” Messrs. Appleton, 
Wolfe, Howland, Heifner and others, spoke to the subject with the 
result that the resolution was referred to the executive committee for 
future recommendation. But it is not improbable that rebating may 
hereafter receive a blow from a new and unexpected direction as a re- 
sult of Mr. Hart’s zeal. 





COMMUNICATIONS. 


The Mutual Reserve Fund Life Association. 


[To THE EDITOR OF THE SPECTATOR.] 

Rough Notes of Indianapolis continues its unfair criticisms of the 
Mutual Reserve Fund Life. 

It denies unfairness, which leaves but one interpretation of its earlier 
article, and that is ignorance. 

We had assumed that every insurance editor in the country knew that 
where life insurance policies are valued as if the full yearly premiums 
had been paid in advance in cash, companies are entitled to and invariably 
do receive credit for the net due and deferred premiums. 

As Rough Notes did impugn the reality of this credit in the case of the 
Mutual Reserve, and still insists that it was not therein unfair, we must 
charitably conclude that it simply does not know what it is talking about. 

It says that the complaint is that Rough Notes failed ‘“‘to follow out 
and explain its (the Mutual Reserve’s) peculiar method of bookkeeping 
by which a reserve for the protection of policyholders is omitted at the 
close of 1898 and counted as a liability June 30, 1899.” 

This statement is not true. Neither at the close of 1898 or on June 30, 
1899, was a reserve required by law to be counted as a liability. The law 
did not and does not contemplate such a liability. Nothing was omitted 
in not reporting it at the close of 1898, but a liability was voluntarily 
assumed in reporting it on June 30, 1899. 

Rough Notes concealed the fact of these different bases on which the 
reports it compared were made, with the plain intention of creating in 
the minds of its readers the impression that it was comparing like with 
like. This was willful and intentional deception on its part. 

When at the close of 1897 one of the greatest and best life insurance 
companies in the world included in its report of liabilities over $16,000,000 
for the purpose of placing its reserve upon a three per cent basis, and 
thereby cut in half the surplus it could have showed under the law, it 
did an exactly similar act to that of the Mutual Reserve in including in 
its liabilities a reserve not required by law. 

With equal fairness to that shown the Mutual Reserve, Rough Notes 
might have compared the surplus of that company at the end of the pre- 
vious year with that at the close of 1897, and when its attention was 
called to the injustice, answered, we were not called upon to follow out 
and explain the company’s peculiar methods of bookkeeping by which a 
reserve for the protection of policyholders on a three per cent basis was 
omitted at the close of 1896 and counted as a liability at the close of 





97. 
But Rough Notes now includes in its attacks those insurance journals 
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which criticise its unfairness, and charges them with selling their edi- 
torial columns and opinions. ; 

The Mutual Reserve has not paid one cent for these answers to Rough 
Notes, and would not have stultified itself or insulted the editors of the 
journals referred to by offering to purchase their editorial space or 
opinion. 

However, the suggestion coming from Rough Notes possibly indicates 
that the reason why that publication, while accusing its contemporaries 
of unfairness, refused to publish or refer to an entirely fair and courteous 
answer to its original article which was sent it, was that that answer was 
not accompanied by an offer to insult the editor ‘‘in the usual manner.” 

Rough Notes will undoubtedly continue to misrepresent this associa- 
tion. It has shown its unfairness by refusal to publish anything in 
answer. This is the last time that the Mutual Reserve will pay any 
attention whatever to its utterances. Very truly yours, 

New York, September 11. GEO. D. ELDRIDGE, Vice-President. 


INDUSTRIAL INSURANCE. 


[Our readers will oblige by sending us suggestions, items of news, etc., such 
as appointments of superintendents and assistant superintendents, or anything 
of interest in connection with industrial insurance.] 


—The Prudential’s Quincy (Ill.) staff held their annual outing on 
August 31. 

—John F. Dryden, president of the Prudential, is one of the directors 
of the new Bankers Trust Company of New York. 

—E. H. O’Neil, superintendent of the Prudential’s Troy (N. Y.) dis- 
trict, entertained his staff last week with a clam bake. 

—W. W. Henderson of the Marion (Ohio) district of the Western and 
Southern has been promoted to an assistant superintendency in the 
Shelby (Ohio) district. 

—Charles W. Winters, assistant superintendent of the Metropolitan’s 
Allentown (Pa.) district, has been given a similar position in the com- 
pany’s district at Bayonne, N. J. 

—Superintendent French of the Metropolitan’s Plainfield (N. J.) dis- 
trict reports that the business in his district for the first seven months 
of the current year exceeds that of the entire year of 1898. 








—Superintendent C. J. Herbert of the Metropolitan’s Knoxville (Tenn.) 
district was recently tendered a complimentary banquet by the Life 
Underwriters Association of that city. Mr. Herbert, who is very popular 
with the insurance men in Knoxville, has been transferred to the Chat- 
tanooga district, and his departure is deeply regretted by his former 
associates. 

—A. J. Beal has been appointed assistant for the Prudential at Youngs- 
town, Ohio. Recent Indiana appointments are as follows: Allen H. 
Cutrell, Lafayette; W. O. Hall, Winchester; W. G. Hargis, Jr., Indianapo- 
lis; L. T. Sapp, Anderson; S. C. Brock, Washington. C. E. Bell of La- 
fayette has been transferred to Peru, and W. S. Deming of Anderson, to 
Marion. L. S. Isham has been appointed special agent of the ordinary 
department at Lafayette. 

—Buffalo No. 2 of the Prudential has made a great record during the 
past three months, and now stands at the head of the thirteen districts 
of the company outside of New York city, having accomplished 138 per 
cent of the work set down for it. Superintendent Johnson has made sev- 
eral office changes lately. H.C. Woodworth comes from Syracuse to be- 
come assistant superintendent here; A. A. Loge has been promoted from 
agent to assistant superintendent; G. T. Carr, who was assistant superin- 
tendent in this district, has been transferred to the same position in the 
third district of the company in New York city. 

—Colonial Notes: The detached office of the town of Union is now in 
charge of Charles H. Gunther, who has had a very successful record in 
Newark.—The company’s interests at Newton are in charge of Edward 
Daniel, who is making praiseworthy progress.—P. H. Garrett, formerly 
an agent in Jersey City, has been put in charge of the Greenville office.— 
Manager Marks, so long and so successfully known in Camden, has been 
transferred to Hoboken, N. J., and the Camden district is now in charge 
of Ernest R. Jones, who has been very successful as an assistant manager 
at Trenton.—John J. Kuechle (oldest agent of the Newark staff) and 
George M. Nettleship have been promoted to assistant managerships for 
their commendable agency records.—Agents Joseph A. Merwin and Walter 
S. Hiller become acting assistant managers at Orange and Butler, re- 
spectively.—Agent Frank O. Spurdle has assumed charge of the com- 
pany’s detached district of Summit, N. J.—William P. Ford has been 
promoted from the agency ranks at Trenton to an assistant managership, 
and John A. Peake of Phillipsburg has been advanced also to an assistant 
managership at Washington, N. J.—Manager Rorick of the Newark dis- 
trict holds the general record for increase since last month, but Jersey 
City is a close second.—The ordinary department does not seem to be 
affected to any extent by the hot weather, as more business is now coming 
in than ever before. 
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NEWS OF THE WEEK. 





National Convention of Insurance Commissioners. 


LAst week's issue of THE SPECTATOR. contained a telegraphic report of 
the first day’s session of the thirtieth annual convention of the Insurance 
Commissioners Association, held at Detroit, Mich. 

On the morning of the second day the first order of business was the 
reading of Capt. A. W. Masters’ very instructive paper on ‘“‘Liability. In- 
surance,’ which appeared in these columns last week. The inability of 
Deputy Superintendent’ H. H. Eddy of Colorado to be present was an- 
nounced, and his paper in favor of a uniform insurance code for all the 
States' was read by Secretary Brinkerhoff. 

The committee on nominations reported the following ticket, which was 
unanimously elected: 

President—Ed. T. Orear, Superintendent of Missouri; vice-president— 
W. S. Matthews, Superintendent of Ohio; secretary—J. L. Brinkerhoff, 
Actuary of Illinois; executive committee—F. A. Kurtz of Maryland, E. L. 


Scofield of Connecticut, H. D. Appleton of New York, H. H. Stevens of 
Michigan, and E. P. Roberts of Alabama. 


The committee also reported in favor of Hartford, Conn., as the next 
place of meeting, and F. H. Betts, ex-Commissioner of Connecticut, 
thanked the convention for the honor conferred on his city, and promised 
that the delegates would be well taken care of. W. G. Heifner of Wash- 
ington invited the convention to consider the claims of Seattle as a meet- 
ing place in 1901, and expressed his intention of securing the votes of the 
ladies present at the 1900 meeting in favor of that city. 

Adjournment being taken at noon on Wednesday, the delegates were 
entertained by a boat ride on Lake St. Clair during the afternoon. A 
special lunch was served to the Commissioners and the guests of the con- 
vention in the cabin, over which Mayor Maybury presided, and several 
gentlemen contributed to the entertainment. 

Thursday morning’s proceedings opened with the reading of a letter 
from ex-Commissioner Dearth of Minnesota, in which he humorously re- 
ferred to the reasons why he was not present at the meeting as an official, 
and congratulated the Commissioners on the good work they were doing 
in bringing out the best thought of leading insurance men. Superin- 
tendent Matthews then read his paper on ‘Taxation of Insurance Com- 
panies—Modes of Reporting and Collecting—Defects and Remedies.” (C. 
G. Heifner of Washington also read a paper on the same subject, which 
showed considerable originality of thought. Both papers were most 
warmly received. 

Next in order was the committee reports. The committee on blanks 
recommended that a separate schedule be added to the assessment life 
blank, on which shall be stated the existing policies and insurance 
grouped according to the ages attained in the year for which the report 
is made. Adopted. 

The committee on reserves other than life reported that it has con- 
sidered whether there is sufficient ground to recommend any change in 
the present method of computing reserves on fire, accident and miscel- 
laneous policies, but has found no basis which it can agree to report. It 
has been resolved to consider before the next annual convention any 
propositions which may be made and submitted to its members. To this 
end the convention is requested to accept this report in order that any 
company or companies transacting any of the above lines of business may 
be advised that any information or suggestions furnished the committee 
showing actual experiences will have due and careful consideration. 
Adopted. 

Mr. Appleton of New York stated that his Department had been asked 
by Howard J. Rogers, director of the insurance branch of the United 
States exhibit at the Paris Exposition, to request the assistance of the 
convention in making a creditable showing of America’s vast insurance 
interests. 

An invitation was extended to the convention by George W. Hayes, 
Jr., in behalf of Frank H. Whitney, president of the Fire Underwriters 
Association of the Northwest to attend the annual meeting of that body 
at Chicago on the 27th and 28th inst. 

Captain W. H. Hart of Indiana then took the floor, and in a somewhat 
impassioned speech declaimed against rebating, the accumulation of sur- 
plus, and salaries of officers of insurance companies, and threatened to 
take drastic steps in his own State, going so far as to mention by name 
one of New York’s most active companies, a step which he has probably 
since regretted. He followed his remarks by the introduction of the fol- 
lowing resolution: 


Resolved, That the National Convention of Insurance Commissioners 
look upon the evil of rebating as the only serious menace to the continued 
prosperity of life underwriting. It has become so general as to threaten 
demoralization. It is dishonorable and has no place in the legitimate 
business of life indemnity, and unless sincere, heroic and effective means 
are at once taken to stop it we favor such legislation that will meet the 
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exigencies of the increasing evil even to the point of revoking the licenses 
of offending companies. 

H. D. Appleton of New York, S. H. Wolfe of Maine and F. A. Howland 
of Vermont, all felt that the resolution was too radical so far as revocation 
of licenses was concerned, and, after some hot debating, the resolution 
was referred to the committee on laws and legislation, with instructions 
to report next year. 

Frank F. Merriam of Iowa offered the following resolution, which was 
adopted: 

Whereas, Much has been said here regarding the desirability of uniform 
insurance laws among the various States; and, 

Whereas, It is believed that the preparation and distribution of a code 
of insurance laws such as the committee deem suitable for adoption in all 
or most States of the Union would end in securing such uniformity; there- 
fore, be it 

Resolved, That the committee on laws and legislation are hereby re- 
quested to prepare and report a code on insurance law to the next meeting 
of the association. ‘ 

In relation to the appeal of the Fraternal Congress, F. A. Howland of 
Vermont moved the following: . 

Whereas, The Fraternal Congress, through its agent, J. G. Johnson, has 
expressed a desire, with the permission of this convention, to hereafter 
send representatives to this body; be it 

Resolved, That the convention express itself as favoring a proper recog- 
nition of any person or order wishing at any time to place before it 
gga appertaining to the business of departmental supervision. Car- 
ried. ; 

On motion of Mr. Appleton the executive committee was authorized to 
publish the papers read before the convention, any deficiency arising 
from the sale thereof to be met by assessment upon the departments. 

Mr. Wolfe having formally announced to the convention the death of 
William Dunbar Whiting, the chair appointed the following committee to 
draw up suitable resolutions: Will Stone of Kentucky, S. H. Wolfe of 
Maine and Theron Upson of Connecticut. 

Votes of thanks were passed to President Orear, Secretary Brinkerhoff, 
ex-Commissioner Campbell of Michigan, the press and the following to 
the Mayor and citizens of Detroit: 

Resolved, That the hearty thanks of this convention be and are hereby 
tendered to his honor the Mayor, Wm. C. Maybury, and the committee of 
citizens who, under his leadership have entertained us in such a charm- 
ingly hospitable manner during our brief stay in this beautiful city. For 
the many favors bestowed upon the delegates and all in attendance at the 
thirtieth annual meeting of this association mere words of thanks are all 
tco feeble. 

In addition to those mentioned in last week’s SPECTATOR as having been 
present were the following: Capt. A. W. Masters and C. E. Mabie of 
Chicago, Fred. A. Howland and John L. Bacon of Vermont, Attorney- 
General Crow of Missouri and Mr. Jenkins of Binghamton, N. Y. 


FIDELITY AND SURETY INSURANCE. 


By CHAs. A. DEAN. 

The custom of giving bonds is as old as civilization, and it is surprising 
that corporate suretyship was not much earlier introduced. New forms 
of insurance are the outgrowth of new conditions, and any fresh de- 
parture which embodies an element of risk usually finds enterprising 
capital prompt to promote an insurance feature, if that risk can be intel- 
ligently underwritten. Yet for ages after corporations first engaged in 
other lines of insurance we find individuals obligating themselves to vouch 
for their friends’ honesty and business success, and suffering consequent 
loss. It is only fifteen years since the first company was organized in 
this country for the prosecution of a general fidelity and surety business. 
One would think, too, that upon its appearance the corporate bond would 
have been greeted with universal approbation; that the demand for it 
would have been immediate; the growth of the business phenomenal; but 
such was not the case. Despite the warnings of Holy Writ, the counsel 
of philosophers and eminent writers, the dictates of logical reasoning and 
common sense, the public has been slow to comprehend its advantages, 
and to-day, while considerable progress has been made, a very large per- 
centage of the whole number of bonds given in the United States is 
signed by individuals. Yet there is no argument to support the personal 
bond. The only excuse for its ever having existed was the absence of its 
corporate successor. No man has a right to ask his friend for such 
gratuitous assistance. No man is justified in assuming for another an 
obligation which hazards his estate and may impoverish his family. 

Sir Walter Raleigh so well expressed the position of the personal surety, 
and also the imposition upon friendship which the personal bond entails, 
“that companies have made free use of his words in their educational lit- 
crature, and it is fitting that I here repeat the familiar quotation: 

“If any desire thee to be his surety, give him a part of what thou 
hast to spare; if he press thee farther, he is not thy friend at all, for 
friendship rather chooseth harm to itself than offereth it. If thou be 
bound for a stranger, thou art a fool; if for a merchant, thou puttest thy 
estate to learn to swim; if for a churchman, he hath no inheritance; if 
for a lawyer, he will find an evasion by a syllable or word to abuse thee; 
if for a poor man, thou must pay it thyself; if for a rich man, he needs 
not; therefore, from suretyship, as from a manslayer or enchanter, bless 
thyself; for the best profit and return will be this—that if thou force him 
for whom thou art bound, to pay it himself, he will become thy enemy; if 
thou use to pay it thyself, thou wilt become a beggar.” 

Moreover, the personal bond is, for many reasons, inadequate security. 
In event of loss the surety will frequently be found to have become in- 
solvent, or if financially able to pay, will seek, as a rule, every avenue of 
escape. He is a favorite of the law, and he has the sympathy of courts 


and juries. 
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I shall not go into the earlier history of the corporate bond across the 
Atlantic, where it -was first introduced, but rather confine my remarks to 
the business in the United States, outlining, in a general way, the prin- 
ciples applicable to fidelity and surety underwriting, and touching upon 
prevailing conditions and future prospects. 

The business of corporate suretyship is divided into two distinct 
branches. One is commonly known as “fidelity insurance,” i. e., guaran- 
teeing the honesty of officers and employees of corporations, etc. Under 
the language of the insurance law, fidelity insurance may include bonds 
of fiduciaries and other special risks, but I shall treat of it as applied 
only to bonds of officers and employees, classifying all other risks under 
the second branch, sometimes styled ‘‘surety insurance,” i. e., becoming 
surety upon bonds and obligations permitted or required by law, guaran- 
teeing the performance of contracts, etc. 


FIDELITY INSURANCE. 


Fidelity insurance, as limited above, was first introduced in the United 
States by the Fidelity and Casualty Company, organized in 1876. Under 
its broad charter, fidelity insurance is only a feature, and its first business 
of this character was transacted in 1879. The Guarantee Company of 
North America of Montreal was the pioneer fidelity company in North 
America, and prior to its admission to the United States in 1881 had made 
some little progress in the Dominion. These two companies had a mo- 
nopoly of the field until the organization of the American Surety Com- 
pany in 1884. During the previous year their aggregate fidelity premium 
ae was only $238,611. Slow, indeed, had been the progress up to that 

me. 

We have not, as yet, reliable experience tables to govern the acceptance 
of risks, and I doubt if statistical information will ever furnish an abso- 
lute guide. Some men will be honest under any and all circumstances; 
others will misappropriate without excuse, but the great majority of men 
intend well and fall only through temptation and weakness. Our decision 
must be founded upon the applicant’s family connections, his own personal 
record, the characterizing influences of the position itself, the attendant 
opportunity for misappropriation of funds, and the system of super- 
vision and checking of accounts which will be mainta‘ned by his em- 
ployer. It would be difficult to list the causes of defalcation in order of 
importance. Certain vices may be classed as equally dangerous, and I 
would hesitate to say that speculation does not lead to more disastrous 
results than any of the so-called vices. Prevailing conditions have much 
to do with the question. I once thought that location was a very important 
factor in fidelity underwriting, but, after years’ of experience, I am pre- 
pared to say that men reared in a new country, where the absence of re- 
fined social conditions and the prevailing atmosphere invite an unusual 
freedom of life, are, perhaps, by reason of this very environment, as good 
fidelity risks as though brought up in touch with more elevating sur- 
roundings. If the applicant’s family are worthy persons, and the appli- 
cant himself has arrived at mature age and in his own record shown evi- 
dence of a high standard of character, we have a fair starting point. But 
we also have to deal with the young man just beginning life, with no 
business record to guide us. What shall be his future will largely depend 
upon the temptations which may or may not confront him. And here let 
me say that I think it morally wrong to advance mere boys to important 
positions of trust. It frequently occurs that an employer, recognizing 
ability in a young man, places him in a position of responsibility far be- 
yond his years. If he have not exceptional control of himself he will be 
spoiled at the outset. First, he will form an exalted opinion of his own 
importance—a most dangerous step. Next, he will be found living be- 
yond his means, from which it is only another step to his downfall. The 
employer will do the promising young clerk a kindness if he advance him 
through positions of trust gradually, affording an opportunity for his 
character to develop, and prepare him for the ultimate position of greater 
responsibility. 

Is fidelity underwriting, then, a mere speculation upon the outcome, 
with reliance upon the average on the side of honesty? Certainly not. 
Properly conducted the work upon fidelity risks only begins with their 
acceptance. There follows an investigaticn more or less minute, as cir- 
cumstances in individual cases may dictate, into the continued personal 
life of the employee. Occasionally sentiment has prompted expressions 
in opposition to the system of inspection pursued, accusing companies of 
occupying the sphere of detective agencies, but their authors do not fully 
comprehend the situation, are usually unfamiliar with the subject, there- 
fore incapable of intelligently criticising the methods employed, and are 
ignorant of the mutual advantages to all concerned, of a searching and 
continued investigation. It can be so conducted as not to be in any way 
offensive, and as for the employee, he many times comes to appreciate that 
the fidelity company is his best friend, as when it speaks a word of timely 
caution at the very threshold of an impending downward career, and 
turns him “right about face.’’ Subsequently he may thank the company 
and its methods for his ultimate success in life. 

As I have above stated, some men are honest from principle, strong in 
character, and, regardless of conditions and surroundings, will not be 
swerved from the path of strict fidelity. Others, possessing the same 
elevating principles, are weak, subject to the influences of their environ- 
ments and easily led astray; and there are some wholly devoid of principle 
and restrained from wrong-doing only, if at all, through fear of the pen- 
alties of the law. The latter must be weeded out, and close inspection 
will soon furnish ample excuse for cancellation. Our chief labors lie with 
that great middle class. Perhaps they constitute a majority of the 
whole. Who shall say what temptations may come into our individual 
lives? The constant vigilance of companies which strive to prevent 
losses, and labor to remove the causes which lead to them, is of as great 
a benefit to the employer as is the limited guarantee against loss, and I 
assert that inspection, open and secret, is the most important factor to 
the safe and proper conduct of fidelity insurance; and the company which 
has the most efficient corps of trained inspectors, not only will show the 
lowest loss ratio, but also will be of the greatest benefit to employer and 
employee. ; 

There are very few men who deliberately and premeditatedly set about 
working out a plan to embezzle and cover up their shortages. Oppor- 
tunity plays as important a part as disposition. Defalcation usually 
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springs from yielding to impulse, the result of some quite unforeseen 
condition or circumstance. The weak man may be confronted by a great 
temptation to use his employer’s funds for a purpose—no matter what. 
Whether this man will yield or not depends largely upon his opportunity 
to evade early discovery. If a bank account be at his disposal, subject to 
his individual check, the chances are he will fall, hoping to find some 
means of replacing the amount taken before his act shall have been dis- 
covered. So there enters into the proper conduct of fidelity insurance the 
education of employers to the adoption of approved systems of accounting 
and audit in place of lax methods frequently found to prevail. Much has 
been accomplished in this direction since the introduction of fidelity in- 
surance, but much more remains to be done. We still find many instances 
where the large resources of corporations and business enterprises are in 
the custody and under the control of one man, and an unwillingness mani- 
fested to remedy the evil. Of course, there are exceptional cases where 
the trusted official must act alone in the absence of any associate with 
whom to divide responsibility, but where the circumstances permit of 
provision for such joint control of funds and securities as will reduce the 
possibility of loss to a minimum, fidelity companies will do well to decline 
to undertake the risk, unless such approved systems have been, or will 
be, adopted. 

One of the arguments in favor of fidelity insurance, as widely pro- 
claimed, is the prosecution of the defaulter. The very existence of the 
corporate bond has a deterrent effect upon the employee hesitating under 
dangerous influences. He cannot anticipate the leniency and assistance 
he might expect from his friends had they become his surety in the old 
way. He knows that if he be unfaithful he will have a corporation with 
which to deal and not a personal friend; that if he become a fugitive the 
company will pursue him, no matter to what remote clime he may flee, 
and exhaust every means to cause his apprehension and return. Prose- 
cution and conviction certainly have a salutary effect upon fellow em- 
ployees, and timely warning is thereby given many on the verge of yield- 
ing to temptation. Companies consider the money well invested, rather 
than expended, for the apprehension of the fugitive. Losses sustained by 
large corporations throughout the country on account of embezzlement 
have decreased probably seventy-five per cent since the adoption 
ot the corporate bond. This for two reasons: First, because of 
improved methods of checking and accounting adopted by employers, 
in many instances at the suggestion of the surety company; and second, 
because of prosecutions instituted by the companies. A prosecution should 
never be brought as a matter of revenge or with a view to forcing reim- 
bursement for the loss sustained; and, in some instances, where there 
are extenuating circumstances, prosecution should be waived; but in all 
cases where the proof is clear, the law should be permitted to take its 
course, and the ends of justice are best subserved by prosecution. 


CONFIDENTIAL COMMUNICATIONS.’ 


One other matter I deem of sufficient importance to require brief men- 
tion. I refer to confidential communications in the investigation of risks. 
A few years ago the legislature of Texas enacted a law which, in sub- 
stance, required that whenever a company should cancel a fidelity bond, 
or, having once become surety for a person, should, upon application, re- 
fuse to do so again, the company must furnish to such person upon de- 
mand ‘“‘a full statement in writing of the facts on which the action of the 
corporation is based, and if such action be based in whole or in part on 
information, all such information, together with the name or names of 
the informants, with their places of residence,’’ and prescribing a heavy 
penalty for refusal. In 1897 the law was amended so as to excuse the 
company from furnishing the names and addresses of informants. In the 
opinion of eminent counsel such statutes are unconstitutional. However 
this may be, they are certainly ill-advised, and have proven other than 
valuable to the parties whom they were intended to benefit. A fidelity 
business cannot be safely conducted without the most searching investi- 
gation, and in order to obtain responses to our inguiries we must assure 
references that the information given will be strictly confidential, and all 
such communications ought, under the law, to be privileged. Suppose an 
applicant for a bond have an unsavory reputation. His neighbor will not 
disclose the facts if a copy of the communication is to be placed in the 
applicant’s hands. Telling the truth in such cases would often lead to 
breaches of the peace and might lead to murder. On the other hand, 
suppose that some reference maliciously give false testimony regarding 
an applicant. This, in and of itself, would not lead the company to de- 
cline the bond, because in every case charges made are fully and care- 
fully investigated, so that when the company finally acts upon an appli- 
cation, it substantially knows what the truth is. Texas, and the one or 
two other States only, which have adopted such laws, should lose no time 
in repealing them. Idaho once had a statute of this kind, but her last 
legislature—be it said to its credit—wiped it from the statute books. 
Such laws have been introduced into the legislatures of some of the other 
States, but have been defeated. 


SURETY INSURANCE. 


The second branch of the business, designated ‘‘surety insurance,’’ was 
undertaken first by the American Surety Company, which for half a de- 
cade practically had the field to itself. The harvest which it reaped 
during that period was its just reward for the expensive educational work 
which fell upon it to perform. At the time of its organization in 1884 the 
corporate bond could be used with individuals and private corporations, 
but no law recognized it, and the necessity for legislation came simul- 
taneously with the suggestion of applying the corporate idea to bonds 
given in legal proceedings and for public officers, and along with legisla- 
tion came also endless work in educating the courts and public officials. 
The surety corporation was doubted. The individual with real estate to 
qualify—regardless of what he might possess when called upon to pay 
a loss—was preferred, so deeply rooted was the old system. A court 
official in one of the larger cities required as a condition precedent to ap- 
proval that companies give him a general indemnifying bond signed by 
responsible individuals to guarantee the company’s payment of any claim 
arising under bonds given in his court. I think I am correct in saying 
that during the early days of the business the American Surety Company, 
in order to satisfy the demands made in the city of Chicago, found it 
necessary to purchase a valuable piece of real estate there, that some 
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tangible evidence of its ability to meet its obligations might be actually 
in sight. We are certainly indebted to the American Surety Company 
for removing many of the obstacles which hindered the early advance of 
the business. It was not until August, 1894, that Congress recognized the 
superiority of the corporate bond, and passed the bill authorizing the 
acceptance of an approved surety company as sole surety in the Federal 
courts and in the various departments of the United States Government. 
From that time the business acquired fresh impetus. The growing prefer- 
ence for the corporation bond had prompted the organization of additional 
companies, still others have entered the field since, and to-day there are 
eleven engaged in the transaction of the business in the various States. 
In some cities trust companies are taking local surety risks, with regard 
to which, more anon. My remarks now apply to companies operating 
throughout the United States. Of the eleven, three take no other surety 
risks than those embraced in the fidelity class, but the remaining eight 
do a general fidelity and surety business. 


CouRT BONDs. 


The surety branch is a much broader subject than fidelity insurance. 
We will direct our attention for a moment to bonds required in legal pro- 
ceedings. They may be classified under three distinctly different hazards. 
One, the monetary obligation, such as the undertaking on appeal, super- 
sedeas, discharge of attachments and bonds of like character, which are 
conditioned for the payment of a definite amount, upon judgment of the 
court. No such bond should be executed without collateral indemnity of 
a character readily convertible into cash being deposited with the com- 
pany. If an appellant have not the means to pay the judgment already 
found in the lower court he will not be likely to have, when the judg- 
ment shall have been affirmed. If he can pay at the time he should 
practically do so by depositing with the company as collateral such securi- 
ties as will furnish the necessary funds in the event of a decision against 
him in the higher court. This requirement should invariably be enforced, 
no matter how favorable the financial condition of the applicant. There 
is no reason why collateral should not, and every reason why it should, 
be required, even admitting the applicant’s ability to pay ultimately. 
To illustrate: Take the case of a man worth $1,000,000, against whom a 
judgment has been entered for $50,000. He desires to appeal, and applies 
for a bond. Suppose it be made by a company, without collateral; that 
the judgment be affirmed and the company so notified by the creditor’s 
attorney; that the debtor, for some reason, does not respond; the com- 
pany must immediately give its check for the amount, and charge it to 
loss, suffering for a time, at least, a corresponding reduction in assets. 
The company can then resort to the courts, and in two, three or more 
years may recover salvage from the debtor. This, however, at an ex- 
pense, in attorneys’ fees and other charges, ten times the amoupt of the 
premium received for the bond. The risk attached to such an obligation 
is quite the same as that assumed by the endorsement of a note, and no 
man or corporation should expect a surety company to undertake it with- 
out ample collateral. 

Under the second class we place the bonds of executors, administrators, 
guardians, receivers, trustees and others occupying fiduciary positions. 
The casual observer would say that bonds of this character are purely 
fidelity risks; but not so, since fiduciaries may be liable for loss occa- 
sioned by incompetency, mistake, error of judgment, negligence or the 
failure of some bank where funds are deposited. We are living in a 
wonderful age. Great enterprises, requiring many millions of capital, 
are promoted with the ease which a few years ago characterized the or- 
ganization of comparatively insignificant corporations, and along with 
these legitimate investments, purely speculative tendencies grow and 
increase. Fortunes are quickly made and as quickly lost, but notice is 
taken only of the successful man. The unfortunate who goes down and 
leses his all drops quickly out of sight. To the temptations incident to a 
prosperous and speculative age are guardians, trustees, executors and the 
like, exposed. The guardian, with no thought of dishonesty—on the con- 
trary, with the very best of motives, thinking to make a good investment 
for his ward, and incidentally a fortune for himself,—may ignore the in- 
structions of the court, and invest the funds entrusted to him in some 
business venture—perhaps a legitimate enterprise,—but whether it be so 
or some rank speculation, the result is the same if the venture prove a 
failure. The money is found to have been lost when the court orders 
an accounting. I can conceive of no position of trust which carries with 
it a more sacred responsibility than that of the executor, administrator, 
guardian or trustee. The widow and orphan should be made perfectly 
sure of the faithful performance of the trust and a final full and satis- 
factory accounting. This the bond should insure, and in order that it 
shall do so, surety companies in all cases should have joint control of all 
personal property belonging to such estates, for the bond of a company 
which disregards this rule, in time may not serve such purpose. Notes, 
stocks, bonds, mortgages, etc., should be in a safe deposit vault, there to 
remain except when removed by and with the consent of the company, 
and cash should be depesited in bank subject to countersignature of the 
company. Great care should be taken that proper orders are given by the 
court regarding the investment and handling of the funds, and that such 

orders are strictly observed. Of course, with risks of this kind, the 
character and financial responsibility of the fiduciary are of great im- 
portance, but character and honesty alone will not replace money inad- 
vertently lost. Some of the States have enacted laws recently authorizing 
such supervision and control. I doubt if sufficient protection be given by 
the discretionary power thus vested in companies. I would advocate that 
legislation go a step further, and instead of merely permitting, make 
mandatory the joint control of securities and funds under every fiduciary’s 
bond. Why may it not then be feasible for laws to be enacted, not only 
authorizing the acceptance of approved surety companies, but requiring 
that all bonds given by fiduciaries, in fact, all bonds which the law can 
control, be furnished by such companies? It is only a step from preference 
for new and superior methods to the abolishment of antiquated ideas. In 
many of the States individuals are prohibited from personally undertaking 
other lines of insurance. In the absence of adequate legislation judges 
will do well to inquire as carefully into the methods to be pursued by the 
surety, as with regard to its financial condition, and decline to approve 
any bond unless every possible safeguard be thrown about the trust. And 
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they will do well to pursue the matter further and subsequently satisfy 
themselves that the requirements are being fulfilled. I do not wish to be 
understood as saying that companies fail to impose these conditions where 
there is no opposition. I do maintain that causes for waiving them too 
frequently intervene, and that some steps should be taken to make im- 
possible any exception to compliance with the safest methods which can 
be formulated. 

Under the third class of bonds required in legal proceedings may be 
placed bonds and undertakings in injunction, for costs, to secure attach- 
ment, etc. Usually the character and financial responsibility of the appli- 
cant determine the surety company’s action, and as a rule such bonds 
can be safely executed without collateral. 


CONTRACTORS’ BONDS. 


Bonds for contractors, as a class, are worthy of special comment. I 
refer particularly to bonds given for the completion of public and private 
improvements. The practical business ability, as well as the financial 
condition of the applicant, together with the terms and conditions of the 
contract, are all matters for careful consideration in passing upon risks 
of this kind. No contract should be drawn so as not to excuse the con- 
tractor if, by reason of some unforeseen difficulty for which he is not re- 
sponsible, it become impossible to complete the work as outlined and 
agreed upon. Yet this is often done, and plans and specifications fre- 
quently contain other conditions manifestly unfair to the contractor. 
Competition may force him to submit and many times suffer loss, which 
the surety must pay. 

Another danger to be avoided, if possible, lies with the contractor who 
has been on the shelf for years and is aroused to renewed activity by the 
prospect of closing a contract at a low figure and inducing some surety 
company to pin its faith to him on representations of past ability and ex- 
pressions of friendly references, who are loath to advise the company to 
keep off. If he secure the bond applied for he will attain his object,—a 
temporary living for himself and family—and the surety company must 
foot the bill. A prominent United States Government official has re- 
marked recently that since the advent of the corporate bond he has had 
more trouble in his department on account of such contractors than he has 
seen during his whole previous experience. 


MISCELLANEOUS BONDS. 


There are other bonds included under the head of obligations, guaran- 
teeing the performance of contracts, growing out of financial under- 
takings, limitless in scope, many of which are very dangerous proposi- 
tions. Since the public has been getting acquainted with the corporate 
bond cestain good people are so anxious for a surety company’s guarantee 
that if they are interested in the promotion of any doubtful enterprise they 
bestir themselves to tack on a provision for a corporate bond, sugar- 
coated with the most plausible and attractive representations. Com- 
panies have ever to be on the alert if they would detect the dangers under- 
lying the attractive surface of much seemingly favorable business. 

And there are many other bonds of which special mention might be 
made, but the time allotted to a paper of this kind will not permit. Bonds 
of public officials necessitate familiarity with the governing laws and ordi- 
nances; bonds running to the United States Government make necessary 
a knowledge of the rules and regulations of the several departments. To 
sum up—the surety company to-day must keep well informed with regard 
to the many laws prescribing specific duties in various positions, and 
must be equipped to intelligently analyze and consider every conceivable 
business undertaking and determine the risk involved and the necessity 
for indemnity. 

EXISTING CONDITIONS. 

And now, as to existing conditions: I feel warranted in the statement 
that not ten per cent of the bonds required in the United States during the 
last twelve months have been made by surety companies. Railroad com- 
panies uniformly—there may be a rare exception—have abolished the use 
of the personal bond. Perhaps fifty per cent of the larger, but only a 
few of the smaller banks, use corporate bonds. Comparatively few of the 
bonds required in legal proceedings are yet made by surety companies. 
I have previously remarked that it is possible to-day to purchase any kind 
of bond. I mean that an applicant can secure at a reasonable rate (less 
than reasonable to-day) any bond to which he is justly entitled. Then 
why are individuals signing most of the bonds? There is some remedy, 
and companies ought to be conferring in an attempt to ascertain and apply 
it. The total premium income of the eleven companies for the year 1898 
was less than $3,500,000. The fact is, we are devoting our time rather to 
poaching upon one another’s preserves than to seeking the many unculti- 
vated fields. I desire to be understood as criticising no particular com- 
pany or companies. There is, I regret to say, some glass in my own 
house. My thought is directed towards the methods pursued by all, and 
which cannot be remedied by any one company alone. Active competition 
is but the natural result of the rapid growth of the business during the 
past two or three years, and rate cutting, to a certain extent, was to have 
been expected. But rate cutting went from bad to worse, and companies 
have been for some time, and now are, engaged in a most ill-advised 
warfare. Companies have all been conspicuous by their silence on the 
subject, and perhaps this may be a fitting occasion for public utterance. 
Your object in inviting here representatives of the various insurance in- 
erests would not be attained unless we speak plainly. Let us not deceive 
ourselves. The public has, to some extent, become aware of the situation. 
Insurance critics have commented upon it and predict the inevitable. 
No surety company has been in existence long enough to determine what 
are adequate premium rates for the respective risks assumed. We have 
some little information regarding the loss ratio under fidelity bonds, but 
in other lines nothing of value to guide us. What company has had 
sufficient experience with bonds required in the Probate courts to have 
yet encountered the complications and losses growing out of suits brought 
by heirs years after the settlement of estates? Such suits have been in- 
stituted under personal bonds. Do companies hope to escape them? 
Rather let us look to have those suits multiply. Instead of cutting rates 
so low as to be laughed at by the public, we ought to be conferring in an 
effort to ascertain what are adequate rates. I am not, however, more dis- 
turbed over the question of rates than over many other things of equal im- 
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In the eagerness to secure patronage sound 
business principles are being subordinated, and risks undertaken not only 
at ridiculously low premium rates, but without regard to conditions. 
Waiver of joint control of estates is frequently offered in competition as 
an inducement to secure the bond of the fiduciary. Waiver of collateral 
security in connection with undertakings on appeal, etc., is advanced as 


portance to our welfare. 


an argument. Frequently demand is made that applicants not possessing 
requisite collateral furnish indemnity bonds of individuals to save the 
company harmless from any loss. It is manifestly inconsistent that a 
counter bond of this character should be exacted, except that officers and 
stockholders of corporations should be willing to back their own enter- 
prises. Are we not contradicting ourselves when we argue that a man 
should not ask his friends to sign his bond, and in the same breath de- 
mand that he give us an indemnity bond with personal surety? 

Companies have themselves created the only real difficulties which beset 
them, and, being of their own creation, the conditions can be readily 
changed. Many reforms may be accomplished, but no one company alone 
can bring them about. Underwriters’ associations are too well Known to 
be an essential factor in the successful operation of any insurance busi- 
ness for me to comment upon their advantages. Yet surety companies 
have never had any mutual organization whatever. They should come to- 
gether in friendly association and agree never to waive joint control of 
estates; invariably to require collateral security under monetary obliga- 
tions; never to demand an indemnifying bond signed by individuals, ex- 
cept as I have already stated; to establish a system of interchange of 
information regarding rejected applications, which would prove a most im- 
portant adjunct to the conduct of fidelity business with safety to com- 
panies and satisfaction to employers. 

If such a compact could possibly be construed as a violation of the anti- 
trust law of any State, then such law should be so amended as not only to 
permit, but expressly authorize surety companies to enter into such 
agreements and adopt safe methods for the preservation of estates. 


LocaL TRUST COMPANIES. 


I have already referred to the fact that in a few places trust com- 
panies are doing a surety business locally. Time will demonstrate that 
this should not be permitted, for many reasons. Their operations are con- 
fined to so small a territory that the amount of business done will not 
give a general average. They take surety risks merely as an incident, 
with a view to encouraging patronage in their other principal depart- 
ments. The limited premium income will not justify the employment of 
trained men to handle the surety business properly. They cannot afford 
a force of inspectors. The loaning of money on collateral and personal 
security will accumulate in the course of time assets of a questionable 
character, not up to the standard required of surety companies under the 
insurance law. Not only that, but they are liable to close their doors and 
go into receivers’ hands as the result of a run by depositors. If they be 
permitted to continue, ultimately every community will have its little 
local company dabbling in the surety business, and most disastrous re- 
sults will follow. My first experience in the business was as manager 
of the surety department of a trust company, and I speak knowingly on 
the subject. 

Surety companies operating all over the country have local officers in 
the large cities, and are fully equipped to take care of all business, so 
that remote location of the home office and consequent delay in execution 
of bonds cannot be urged as an argument in favor of permitting the local 
trust companies to transact surety business. 

Nor should the fact of a local trust company having a large capital 
weigh in its favor in this connection. Losses are paid out of the pre- 
miums, not out of capital; and while fifty per cent, as required by law, is 
ample reserve to provide for losses which a regular surety company may 
sustain, having the benefit of the general average of a large field, the en- 
tire premium income of a local company would not pay one excessive loss 
possible to be incurred under a single bond. 

The tendency of the day is to a specialty, not only in the professions, 
but in business. The banker should be a banker. In my opinion, all laws 
now authorizing the banking, trust and surety business under one charter 
should be amended. Such charters are usually broad enough to authorize 
the company to buy and sell, exchange, buy and sell real estate for itself 
and others, and act as agent for collection of rents and placing of in- 
surance, act as trustee, executor, administrator, guardian, etc., without 
bond, and as well perform all the functions of a company especially or- 
ganized for fidelity and surety business. 


FUTURE PROSPECTS. 


In conclusion, what shall I say with regard to future prospects? The 
corporate bond is a recognized necessity, and it will grow in favor, and 
sooner or later become the universal form of suretyship. The business is 
in its infancy; whether it shall rapidly develop or continue for a time to 
shuffle along in an uncertain manner will depend entirely upon the com- 
panies themselves. If a halt be not called in the present course it is quite 
possible that we shail see the corporate bond discredited by conservative 
officials. It has been remarked that the failure of some company must be 
the solution of the problem. Such will prove true if nothing else serve 
to bring companies to a proper appreciation of their responsibilities as 
bendsmen, but I want io say parenthetically that that company will not 
be the National. Why not guard against such a catastrophe? 

If companies would succeed fidelity rates must be high enough to pro- 
vide for ample inspection of risks, and justify the payment of losses with- 
out hope of salvage (they are far below that to-day). Otherwise salvage 
will be sought at the expense of waiving prosecution, and once let this 
fact become known to employees, crime will increase and losses be heavier. 
This employers should well consider when offered bonds at cut rates. 
Rates for fiduciaries’ bonds must be high enough to cover the expense of 
joint control; for contractors’ and miscellaneous bonds enough to justify 
the company in assuming the risk without indemnity if collateral cannot 
be furnished, wholly discountenancing the personal indemnity bond. I say 
if companies would succeed they must cease violating the important prin- 
ciples of surety underwriting; put a stop to ill-advised methods; organize 
in friendly association, and through interchange of ideas, comparisons and 
discussions, and the resultant adoption of uniform methods for the pro- 
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tection of all, upbuild, dignify and perfect the business, and as well direct 
their united strength to accomplish many necessary reforms in existing 
laws, ordinances and governing regulations, making it safe to undertake 
risks which are now dangerous, and generally devise ways and means of 
cultivating and occupying the great fields yet untouched. 


LIFE INSURANCE. 


By JAMES W. ALEXANDER. 


Yielding to the courteous request of the heads of the American insur- 
ance departments to submit a paper at the National Convention of In- 
surance Commissioners, to be held in Detroit in September, 1899, on the 
subject of ‘‘Life Insurance,’’ I do not propose to enlarge upon those ques- 
tions which have become so familiar as to be almost trite, but rather to 
direct attention to certain fundamental principles of management which 
underlie the permanency and integrity of the institution of life insurance 
as conditioned by the times, the place and the circumstances, in which 
we are called upon to solve our problem. 

In addressing myself to the interesting and important theme selected, 
it will be my purpose to avoid whatever might be suspected as due to a 
competitive spirit, and in good faith to study what is for the best interests 
of the business at large, and, therefore for the policyholders, and there- 
fore for the individual companies. 

This remark leads naturally to another one, namely: that much that is 
difficult to handle in the careful management of the affairs of a life in- 
surance company is complicated by competition in making the wares we 
have to sell easily salable to the buyer, who is often incompetent to look 
below the surface or further than the present. It is idle to attempt to 
stifle competition. Measures intended to have that effect are liable to 
accomplish too much, and unduly to embarrass and restrain. For it can- 
not be gainsaid that while some evil may result from too much license in 
competition, much benefit may also result from legitimate competition; 
and hard and fast rules, no matter how honestly framed, may do more 
harm than good. 

There is room for legitimate competition in the skill with which the 
respective companies are managed, in such respects as the forms of 
policy; the ingenious combinations of figures within the proper limits of 
safety and cost of handling; the methods of propaganda; the care and 
improvement of funds; the employment and payment of agents, and other 
particulars. But there are certain fundamental principles upon which it 
would seem reasonable to expect the intelligent and honorable men of ex- 
perience who hold the responsible positions in the direction of our life 
insurance companies, to come to some agreement, and which ought, for 
the sake of the vast number of prospective widows and orphans, to be 
taken out of the field of competition. 

In speaking of these subjects, I earnestly disclaim intending to strike 
at any particular companies or their methods, although necessarily the 
application may be inevitable to those who are versed in the methods of 
the various organizations. On the other hand, I am not to be understood 
as parading any supposed superior wisdom on the part of the manage- 
ment with which I happen to be connected. We are none of us infallible. 
I concede the same honesty of purpose to my neighbors which I claim for 
myself. And the present study is entered upon with a genuine desire to 
learn and disseminate the truth, and nothing more. It may not be inap- 
propriate to say that at this juncture it seems to me most desirable that 
the leaders in our sacred vocation should sit down together and endeavor, 
without reference to the temporary advantages of a brilliant new busi- 
ness, much of which is ephemeral, to,reach sound conclusions on the 
essential subjects referred to, entering upon such consultation with the 
sole intention of protecting the lasting interests of the policyholders 
whose interests have been entrusted to us. 

Leaving out of consideration, then, the many phases of the business 
which have often been discussed, and in regard to which errors may be 
committed without materially affecting the integrity of the business, let 
me proceed at once to the more vital questions. 


A REVERSAL OF POLICY. 


To be general, at the outset, and particular later: I am convinced that 
the tendency of life insurance competition to-day is dangerously in the 
direction of overstraining in giving what are called “privileges” to the in- 
sured, as distinct from pure and simple insurance. The rivalry takes the 
form of trying to see how many extraordinary benefits can be promised 
to the insured, often with possible danger to the company. This is a 
complete reversal of the spirit which controlled the management of com- 
panies thirty or forty years ago, and unless moderated is likely to lead to 
unfortunate results. 

During and before the sixties the reputable companies charged a full 
premium; frowned on cash surrender values; moderated the amount of 
paid-up insurance allowed on surrender, so as not to remove entirely the 
wholesome penalty to the unfaithful; confined the business to salubrious 
regions, except at rational extra rates, and all this at a period when high 
interest was obtainable on the best forms of investment, and when the 
expenses of the business had not been forced to a high percentage 
through hot competition. 

It was during such times that the policyholders were best protected, 
and that the most gratifying returns were made by mutual companies to 
their policyholders. 

The spirit of competition has led to many abuses (as well as to many 
improvements) in the conduct of the business. A curious craze took pos- 
session of the community some years ago for getting insurance at the 
cheapest obtainable rates. Those versed in statistics know what calami- 
ties resulted from this. I will not dwell on the dark history of assessment 
insurance, under which hundreds of thousands of people were induced to 
rely upon a rope of sand and to believe that they could be protected by a 
contract utterly at variance with the teachings of science and experience. 
The story is too well known to need specifications. But the lesson ought 
to be taken to heart by us who are responsible for the management of the 
great life institutions which should be an example to all, of prudence, 
caution and foresight. The endeavor which has been repeatedly made, 
and generally with disaster, to furnish insurance at the minimum present 
cost to the policyholders, has been fraught with a peril that should not be 
permitted to encumber a contract which may run through thirty, forty, 
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or even fifty years; through. changing administrations and personnel, and 
has to be completed with the beneficiaries whom the policyholder leaves 
behind him, and not with himself. It is not wise to drive too close to the 
precipice. 

Then, this same spirit which exhibited itself in the management of the 
assessment companies, and the “‘cheap companies,’ began to crop out 
among the companies charging an adequate premium and working on the 
mutual plan. An extreme desire to give costly ‘‘privileges’’ as enhancing 
the attractiveness of the policy contract was evinced. Offers of loans on 
policies; extraordinary cash surrender values; free permits to court dis- 
ease and death in heretofore prohibited localities, and in hazardous occu- 
pations; adherence to rates of interest in computing premiums and re- 
serves more liberal than conservative opinion justified, and even definite 
engagements to pay more cash on surrender of a policy than the reserve 
on the policy itself computed in accordance with the rate of interest 
assumed in the calculation of the premium. In other words, the policy 
contract has been, by this company and by that company, handicapped 
with conditions tending to weaken its strength, and perhaps to bring it 
into the domain of the questionable. This ought not to be, and it is not 
too late to mend the matter. 


COMPULSORY LIBERALITY. 


Coupled with all this, and running parallel with it, and most naturally 
and most excusably so, has been a disposition on the part of legislatures, 
of the press, and of the insurance departments, to show too great a sym- 
pathy, perhaps, with this spirit in regulating the companies, and in de- 
vising measures to compel companies to go to extremes in the direction I 
have referred to. 

Let me explain, for here is a very important feature of the whole dis- 
cussion. Who has ever heard of a legislature framing laws to keep down 
the amount of surrender values contracted for? Who ever heard of a 
newspaper or an insurance department doing so? (Just here the dis- 
tinction must be made between surrenders paid and surrenders contracted 
for. To pay after it has been demonstrated that the company can afford 
it, and to promise to pay before future conditions are known, are two 
very different things, and the distinction is vital. A company’s very ex- 
istence may depend on it.) Who ever heard of a legislature or depart- 
ment seeking to compel companies to charge high rates for service in 
war, or to forbid insurance against suicides, or to make smaller dividends, 
or to charge extra rates in the poisonous regions of the tropics, or to 
abstain from what is known as ‘‘extended insurance’”’ on surrender (which 
is term insurance—the most hazardous—without medical examination), 
or to take out of its policies provisions which tend to sap the surplus- 
producing or strengthening power of the company? 

One tendency of supervision, with all its acknowledged advantages, 


which are numerous and effective, has been to emphasize the require- . 


ments which give temporary privileges to policyholders, and to bear 
lightly on the conditions which work for ultimate security and profit. 
Do not let me be misunderstood. The splendid work done by the de- 
partments in holding all companies to strict accountability, and making 
it most difficult for careless or designing managers to violate the laws 
or to dishonor accepted honest principles, is too well known to require 
any encomium from me. Our affairs are conducted in the blaze of so 
many search-lights that we are subjected to a scrutiny unknown in other 
spheres of business—commercial or financial—and wilful mismanagement 
is made so perilous, and is so sure of detection, that only the most reck- 
less would venture to take the chances of discovery. What I am referring 
to is the bias of mind, honestly acquired by reason of the trend of public 
discussion and the practice of the business. The companies themselves 
have by their habit of action made it appear to the gentlemen, who— 
generally from other walks of life—assume the supervision of the scien- 
tific practice of life insurance, that the best company is the one which 
gives the greatest promises for the smallest amount of money. That is 
the radical idea which we ought to get out of our heads—companies and 
departments alike. It would be preferable to take the other extreme, and 
commend the company which gives the least promises for the most 
money. Both these propositions, however, are intentionally made some- 
what crude for the purpose of contrast. The instructed mind will readily 
supply the qualifying conditions necessary to make them practical. 

It should be remembered that the policyholders of a company whose 
business is conducted on the mutual plan are not mere customers, whose 
interest is to see how little they can put into the ¢ompany and how 
much they can get out of it, but they are members interested in the pros- 
perity of the company, in maintaining its security and in increasing its 
earnings and thus lessening the cost of their insurance. If three hundred 
thousand men are insured in a life company and the premium paid by 
each policyholder is on the average $5 less than it ought to be, the com- 
pany will suffer to the extent of $1,500,000 a year. If, on the other hand, 
policyholders invest on the average $5 more than is absolutely necessary 
as shown by subsequent experience, the company will secure an annual 
advantage of just $1,500,000, and the fund produced by this excess of pay- 
ments invested and compounded from year to year, will rapidly increase; 
the company will be stronger; its business will be more profitable; the 
dividends of each member will be increased directly and indirectly 
through the influence of this increased amount of capital invested by them 
in their business; they will ultimately receive more than the excess of 
their payments, and they will be the gainers. It is not extravagant, 
therefore, to say that if an applicant for insurance should be restricted to 
a single question with reference to a mutual company offering him in- 
surance, it would be wiser for him to ask: ‘“‘How large are, the pre- 
miums which those who associate themselves with one another in this 
mutual orgarization are required to deposit for the mutual benefit of all?’’ 
rather than to ask: ‘‘For how small a premium can I purchase this in- 
surance?” As the public grow more and more familiar with the business 
of life insurance, it will not be surprising if the time shall come when 
men of substance who are businesslike and exact in their transactions 
with other people, and who exact similar accuracy and promptness on 
the part of those with whom they deal, will refuse to submit to the 
pecuniary losses which fall directly upon them through the many favors 
now granted by life companies to the improvident, the careless, the 
trifling, and the slipshod, who are ready to accept all kinds of favors 
without making any return for them—it would not be surprising to me 
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(I say) if men of this kind, who are engaged in wholesome pursuits, lead 
healthy lives, reside in safe places, ask for no indulgence, make their 
payments promptly, need and desire no expensive privileges (and the vast 
majority of those who insure in the best companies belong to this cate- 
gory) should come to the companies and should say: ‘Place us in a 
class by ourselves, and give us the benefit of the profit which will result 
from the improved mortality which will certainly ensue, and the saving 
which will result from the reduced risk assumed in our behalf; then we 
shall be willing to agree that if at any time we desire any special privi- 
leges, or are forced to incur any unusual risks, we shall be charged and 
pay the proper cost therefor.”’ 

Now, what are the principles to which attention should be drawn to-day, 
with a view to concert of action among the companies? 


THE ASSUMED RATE OF INTEREST. 


First, I would answer, the rate of interest to be assumed in computing 
premiums, with a sufficient loading for expenses and contingencies. 

Until recently, four per cent has been considered a conservative rate 
to assume. One company had the foresight to adopt a three per cent 
basis some years ago, and is entitled to credit for the same. Some com- 
panies have adopted a three and one-half per cent basis on a part of their 
business. Others have very recently adopted a three per cent basis on a 
large part of their business, and a three and one-half per cent basis on 
the remainder. A change all around to three per cent on the new busi- 
ness exclusively will ultimately solve the problem of a gradual change on 
all business to the new rate, because new business rapidly supplants the 
old, and whatever may become necessary in regard to a change of basis 
of reserve on the old business, this gradual process is in the right direc- 
tion. It is recognized that while some companies have enough assets a3 
compared with reserve to make the change on old business at once, there 
are others which would be embarrassed if compelled to do so, and it 
would not be equitable to enforce the change abruptly without corre- 
sponding measures making the transition feasible. 

There continues a disinclination in some quarters to make the change 
to three per cent on all new business. This arises, not from lack of con- 
viction that the course is dictated by prudence and is desirable, but from 
a reluctance to make the increase in premiums necessarily involved if the 
change is to be made on a sound basis, and thus to remove one of the 
alluring features which help the agent to sell his wares. Here competi- 
tion enters to blind the eyes of wisdom. At least, this is my opinion. 

Why is three per cent as high a rate as should be assumed by con- 
servative companies? It would seem that the proposition needed no 
argument. It is patent. The standard of Massachusetts, the pioneer in 
careful insurance supervision, was four per cent when seven per cent was 
readily obtainable on the best real estate mortgages and the best rail- 
road bonds. New York followed suit in 1887, and made the standard four 
per cent at a time when six per cent was easily obtainable on high-class 
securities. The margin was not considered any too wide. Errors in in- 
vestment had to be provided for. Idle money and money temporarily 
held at minimum rates had to be provided for. It was never regarded as 
prudent to assume a rate which might probably be obtained on the 
average, but which was not by any means certain. An examination of 
the rates actually obtained by the six largest companies reporting to the 
State of New York in the year 1897 shows that they averaged 4.74 per 
cent, while the ruling rate at the same time for good mortgages on real 
estate was 4.80 per cent, and yet this margin was far greater than can be 
expected now. Money is freely loaned on first-class real estate in New 
York, Boston, Philadelphia, Pittsburg, Chicago, St. Louis and other cities 
at four per cent, and even lower rates are accepted in particular cases. 
United States Government bonds are selling at prices which will yield 
the holders only 2.20 per cent to 2.45 per cent upon their investment. The 
better class of railroad securities are selling on a three to three and one- 
half per cent basis. Quite a large number of the railroad companies in 
the country have been engaged in refunding their bonds as they ma- 
ture by the issue of three and one-half per cent bonds, and, in the case 
of the Chicago & Alton and others, are issuing three per cent bonds. The 
three and one-half per cent bonds so issued are selling at a premium of 
from six per cent to ten per cent. Municipal bonds of some of the largest 
of our cities are selling on a basis of 2.90 per cent to 3.15 per cent, and 
even bonds of smaller cities well located sell readily upon a basis of 3.05 
per cent to 3.25 per cent. Savings banks throughout the country have 
quite generally been obliged to cut Gown the rate paid to depositors to 
correspond with the recognized decline in the rates obtainable on good 
investments. This rate, which, a few years ago comparatively, stood at 
five per cent, has been reduced to an average of three and one-half per 
cent, although there are many of the savings banks still paying four per 
cent on small deposits, they being able to do so owing to the great ad- 
vance in the price of securities held by them as investments. One of our 
largest life insurance companies in the East, which had steadily adhered 
to a demand of five per cent on real estate mortgage bonds, has recently 
announced its intention to loan freely at four per cent. We also find 
that one of the large companies in the West, which has been loaning money 
at high rates, and has deservedly claimed the credit for earning high 
rates of interest, has, within a year, loaned millions of dollars on Chicago 
and St. Louis property at four per cent. 

FINANCIERS FAVOR THREE PER CENT. 


Desiring to learn the opinion of the best instructed minds in the 
country on the probabilities of the future as to the rate of interest on 
which a:life insurance company could absolutely count, without perad- 
venture, I addressed a letter to each of over two hundred financiers and 
economists, asking his opinion. Out of one hundred and fifteen replies, 
sixty-five say three per cent or less, seven going as low as two and one- 
half per cent; thirty-six say from three per cent to three and one-half 
per cent; seven say from three and one-half per cent to four per cent; 
one says from three per cent to four per cent; two say what may be re- 
garded as four per cent qualified in some way, and only four say four per 
cent unqualifiedly. According to the concensus of opinion of these ex- 
perts, therefore, it would not be safe to assume more than three per cent 
as a guarantee for the future. 

Among those giving three per cent as the maximum which should be 
absolutely counted on without peradventure, were men like: 
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Lyman J. Gage, Secretary of the Treasury of United States, Washington. 

C. N. Jordan, Assistant Treasurer United States, New York. 

James H. Eckels (2% per cent), Commercial National Bank, Chicago. 

J. R. Walsh, president Chicago National Bank, Chicago. 

J. C. Van Blarcom, vice-president National Bank of Commerce, St. 
Louis. 

Walker Hill, president American Exchange Bank, St. Louis. 

John B. Jackson, Fidelity and Trust Company, Pittsburg. 

Edwin L. Porter (2% per cent), vice-president Mercantile Trust Com- 
pany, Pittsburg. 

John H. Holliday, president Union Trust Company, Indianapolis. 

J. P. Frenzel, president Indiana Trust Company, Indianapolis. 

J. W. Lusk, president German-American Bank, St. Paul. 

Ryerson Ritchie, president American Trust Company, Cleveland. 

S. M. Clement, president Marine Bank, Buffalo. 

C. A. Sweet, president Third National Bank, Buffalo. 

William Alvord, president Bank of California, San Francisco. 

Levi P. Morton, New York. 

D. O. Mills, New York. 

August Belmont, New York. 

Kuhn, Loeb & Co., New York. 

Merritt Trimble, president Bank for Savings, New York. 

John A. Stewart, president United States Trust Company, New York. 

John Harsen Rhoades, president Greenwich Savings Bank, New York. 

Wm. Endicott (2% per cent), New England Trust Company, Boston. 

J. F. Downing, president New England National Bank, Boston. 

S. F. Tyler, president Fourth Street National Bank, Philadelphia. 

Drexel & Co., Philadelphia. 

Cc. J. Bell, president American Security and Trust Company, Washing- 
ton. 

A. Baldwin, president New Orleans National Bank, New Orleans. 

P. Romare, vice-president Atlanta National Bank, Atlanta. 

S. P. Read, president Union and Planters —e Memphis. 

J. S. Carr, First National Bank, Durham, C. 

If you will examine the returns of the th Be companies for the last 
year you will find that among the largest companies the actual percent- 
age realized on total assets ranged from 4.24 per cent to 5.16 per cent. 
And it must not be overlooked that these rates were reached by including 
vast amounts of outstanding loans at five and six per cent, and even some 
old ones at seven per cent, and including gains on sales of securities. It 
is not too much to take for granted that even at present ruling rates the 
experience of the companies will be less favorable as old investments are 
replaced by new. 

How dangerously near the safety line, then, shall we be if we assume 
a three and one-half per cent basis, instead of a three per cent basis! 
And how incumbent it seems upon us to create an absolutely safe margin 
between the rate we assume and the rate we hope to get! For it must 
be observed that the assumption of a prudent basis does not preclude us 
from using our best endeavors to do better. And if it should happily 
prove feasible for us to earn four per cent, the difference in a mutual 
company will go back to the policyholders, while during the period of un- 
certainty it furnishes one of those guarantees of security which ought to 
be a sine qua non in this unique business of ours, which reaches out into 
the unknown future. 


EXCESSIVE SURRENDER VALUES. 


So much for interest. The next principle is that which is involved in 
excessive surrender values, especially in the early years, and in the con- 
tract features which stimulate disintegration rather than encourage per- 
sistence. In old times, surrender values were unknown. Afterwards they 
came into vogue on a moderate scale. Now they threaten the healthy 
continuance of policies. Formerly when a man was financially embar- 
rassed he had to sell, whatever his health might be. Now, he sells if in 
good health, borrows if in poor health, and if seriously deteriorated he 
takes extended term insurance, stops the payment of premiums, and the 
claim is collected. To begin with, it is a fallacy to assume that because 
for convenience of calculation the reserve on each policy is computed as 
appurtenant to that policy, the amount of the reserve in each case is in 
equity the property of the particular policyholder before his policy ma- 
tures, as distinguished from being the property of the mass of policy- 
holders, of which he, of course, is one. It is not. The equity of the, 
transaction is that the policyholder should continue his contract to the 
end. If he does not, he just so far dces all that in him lies to break up 
the combination upon the continuance of which as a whole the safe opera- 
tion of the laws of mortality and finance depend. This man has no 
inherent right to draw out the proportionate amount of the combined 
security fund that on the average may be back of his contract. The 
erroneous idea that he has this right is at the root of the competition 
which has led to excess in this direction. One man cannot be a com- 
pany all by himself. It requires great numbers to secure the averages. 
And whoever, after being one of the number banding together to secure 
beneficial results for the whole, backs out and repudiates his share in 
the enterprise, ought to be subjected to a proper penalty. History will 
show that a rigid practice in this particular has a salutary effect. Be- 
sides, the object and aim of insurance companies is not to take care of 
the living people who become tired of paying, or for other reasons (even 
in cases of hardship) abandon their contracts. The objects of our solici- 
tude are the widows and orphans who are deserted by these improvident 
people, and for their sakes we ought to make it less easy for their hus- 
bands and fathers to leave them in the lurch. 

Nowadays, it seems as if the ingenuity of man was almost exhausted 
in devising ways and means to neutralize the beneficial work of life in- 
surance. We take great pains to obtain a new policyholder, and spend 
much money to that end. One of the inducements we offer him is an 
easy and profitable means of exit. We move heaven and earth to get 
him in, and then offer him tempting rewards if he will get out! We 
preach the duty of providing a portion for the widow and orphan, and 
then turn round and tempt him to mortgage the policy, and to that ex- 
tent blot out the good we have done! 

I am not advocating the abandonment of surrender values, but I am 
putting the question baldly so that it may be clear. Most assuredly,| the 
surrender values given should be moderate, especially in the early years, 
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and should be in general in the shape of paid-up insurance and not cash. 
The company with which I am connected cannot accomplish what is here 
advocated without the co-operation of others, and it is the excesses which 
competition in this direction leads to, that demand intelligent criticism 
and condemnation. 7 


HAZARDOUS RISKS aT INADEQUATE PREMIUMS. 


The only other principle to which I propose now to refer is the in- 
surance of hazardous risks without an adequate extra premium. 

It must be conceded that this is of direct advantage only to those who 
actually incur the special hazard provided for, and only very remotely to 
those who have no reason to anticipate that they will ever be exposed to 
such extra hazard. It is universally conceded also that the assumption of 
extra hazard necessarily increases the cost of insurance. In a mutual 
company, therefore, all the members are compelled by this practice to 
pay for that which can be of material advantage to only a small minority, 
and the principle of mutuality is distinctly violated. The essence of this 
principle is, that the payments made by the members to the company 
shall be as nearly as possible proportional to the risks incurred. For this 
reason alone the premiums are graded according to age, in accordance 
with the experience recorded in the Mortality Table. Why is the appli- 
cant at age fifty required to pay a higher premium than the applicant at 
age twenty-one? Simply because the company incurs a greater risk in 
accepting the one than in accepting the other. The older applicant must 
pay an adequate extra premium for the extra hazard incurred in his 
behalf. What would be thought of a company which advertised that in 
order to make its policies more liberal it would henceforth accept appli- 
cants above fifty at the premium heretofore charged for age twenty-one? 
Would this be genuine liberality, notwithstanding the fact that to every 
man there would be a possibility of his ultimately being able to avail 
himself of it? What would be the effect upon a strong company if it were 
to adopt this plan? Would it not soon be crowded with applicants above 
fifty? If the privilege were extended to its other policyholders on their 
attaining the requisite age, it might also greatly stimulate for a while 
applications at younger ages, but as tke public began really to under- 
stand the matter, would it not become very difficult to obtain applications 
from those who were considerably below fifty? Old members would be 
attracted and young members repelled, and the average age of the mem- 
bership would rapidly increase, and with it the annual death losses and 
the cost of insurance to all the members. Ultimately the company would 
be avoided by all because of insecurity. 

This is, of course, a very extreme supposition, but extreme cases often 
enable us to see clearly the principles involved. 

Equal premiums for unequal risks not only violate the principle of 
mutuality, but also do not come within the scope of genuine liberality. 
If they are liberal to those who incur the greater risk, they are, pari 
passu, illiberal to those who do not. And they are subject to the fatal 
objection that, when well understood they attract inferior risks and repel 
superior ones; and, therefore, their ultimate effect upon the company is 
deterioration in its membership. 

The object of grading premiums according to age, of subjecting appli- 
cants to medical examination, of making conditions to exclude applicants 
who intend to commit suicide, of charging extra premiums for extra 
hazardous risks, is in each case one and the same, namely, to proportion 
the cost to the risk incurred, and to carry out the principle of mutuality 
between the members. If it be genuine liberality to remove the barrier 
against those who may intend to commit suicide, why is it not equally 
meritorious to remove the barrier against those whose health may be 
impaired? The errors are the same in kind, and differ only in degree. 
If suicides were as common as unhealthy people, the one error might 
lead to as serious results as the other. 

The company that admitted all ages at an average premium, or older 
ages at a premium that measures the risk for a young age, would soon 
become a company of old members; the company that required no medi- 
cal examination would rapidly tend to become a company of sick mem- 
bers, and in like manner the company which admitted abnormal risks 
without adequate extra premium would, if the public fully understood the 
subject, be ultimately abandoned to the abnormal risks. 

In a brief paper like this it is only possible to indicate lines of thought 
and argument, but it is important that it should be known that there are 
those engaged in the business of life insurance who are ready and willing 
to confer with others similarly engaged, with a view to reaching con- 
servative usages in essential matters, and to guard the business in every 
possible way, so that competition may be confined altogether to those 
features which do not strike at the root of security and permanence. 
How are these objects to be attained? By legislative enactment or by 
the enforcement of rules by the insurance departments? I answer em- 
phatically, by neither of these instrumentalities until those thoroughly 
versed in the business have come to conclusions as to what is best, but 
much can be done in discussion, and by the attention of intelligent men 
given to these far-reaching subjects. 

The institution of life insurance is one which appeals to the noblest 
sentiments, and from the motives behind it should be absolutely shorn 
all those selfish considerations which ordinarily actuate the conduct of 
rivals in every-day commercial affairs. Unfortunately, the prestige of a 
life insurance company with the agents and policyholders has been too 
much represented as depending on the maintenance of a large annual new 
business, and this stimulates so-called “‘liberality’ in contracts and 
measures. In order, therefore, that each company may in good faith 
apply the principles of safety and permanency to the transaction of the 
business, in the most effective form, co-operation seems absolutely requi- 
site. It is in the hope that the honorable men who guide the various 
life insurance companies of this country may, after adequate discussion, 
reach the conclusion that it is both wise and morally their duty to wrest 
from the field of competition all those fundamental principles, the dis- 
regard of which will prove detrimental to the best interests of the in- 
sured, that I invite your attention, and, through you, the attention of the 
insurance world, to these grave considerations. 





—Chicago premiums for the first six months of 1899 amount to $3,519,279, as 
compared with $3,363,905 for the same period in 1898. 
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Death of John O. Wilson. 


ON Wednesday evening of last week John O. Wilson, business manager 
of The Insurance Law Journal, passed away at Ocean Grove, N. J., in the 
seventieth year of his age. Mr. Wilson had been ailing for some time, 
and was obliged to give up work some months ago. A widow, two sons 
and one daughter survive him. 

Mr. Wilson was born near Scotch Plains, N. J., in 1830, and entered the 
insurance business as a local agent in Iowa in 1857. During his career of 
forty years in fire insurance he was connected with the Underwriters 
Agency of New York, the Franklin of Philadelphia, the Atlas of Hartford, 
the Union of Philadelphia, and the Star of New York. From 1891 to 1894 
he was a member of the life insurance firm of Sudlow, Wilson & Boswell 
of Cincinnati, representing the Provident Savings. Two years ago, on the 
death of C. C. Hine, he was called to the business management of The In- 
surance Monitor. During his brief connection with that paper he won the 
esteem of all his fellow journalists by his charming personality. The 
funeral was held on Saturday last in the town of his nativity, when the 
grave closed over one who was, indeed, one of nature’s noblemen. 











MERE MENTION. 


Life Insurance Notes. 
—The Iowa Life has withdrawn from Missouri. 
—The Illinois Life has been admitted to Ohio as a legal reserve company. 
—An experienced life and accident agency manager advertises in another 
column of this issue for a position. 
—E. G. McCreery, Pittsburg manager of the Royal Union Mutual Life, has 
resigned to join the forces of the New York Life. 


—Delaware offers unequaled advantages for good life insurance men, and a 
representative manager in that State advertises a very favorable offer in another 
column. 


—The Royal Oak Insurance Company, a Nebraska concern, which Deputy 
Commissioner Bryant recently refused to license, has obtained a license from the 
State Auditor. 

—Sylvester J. O’Sullivan, New York manager and vice-president of the United 
States Fidelity and Guaranty Company, is slowly recovering from his recent 
painful accident. 


—Major William J. Kendrick, who has been connected with the Atlanta agency 
of the New York Life for some time past, has resigned his position to accept a 
captaincy in the United States army. 

—Among recent life and accident changes are G. W. Wickland, from the 
United States Life, Syracuse, to the Massachusetts Mutual, Buffalo; H. E. 
Crouch, from Chicago to the Northwestern, Buffalo; G. H. Munsell, from the 
Great Eastern Accident to the General Accident of Perth. 


—Colonel J. A. Goulden, senior member of the firm of J. A. Goulden & Son, 
New York representatives of the Penn Mutual Life and president of the New 
York Life Underwriters Association, commanded a division composed of 3000 
New York veterans in the Grand Army parade in Philadelphia. 


—August is said to be a very dull month for life insurance agents, but Edward 
D. Sniffen, manager of the Washington Life for Greater New York, does not 
appear to have found it so, as he closed the month with $299,000 of applications, 
representing individual work, of which $254,000 was duly issued and placed. 

—Vice-President C. E. Bonnell of the National Fraternal Congress, in speak- 
ing of the recent session of that body held at Chicago, said that the work of the 
convention was a surprise to those present, as the subjects of rate tables and 
reserve funds were discussed freely, while three or four years ago a delegate 
who dared to introduce such subjects would be laughed at. 


—H. M. Alexander of New York died at Seabright, N. J., on Saturday last 
at the age of seventy-eight. He was a well known lawyer and one of the original 
board of directors of the Equitable Life Assurance Society, who has been con- 
tinuously with it. His death reduces the number of the original board, still serv- 
ing, to six, viz.: William A. Wheelock, Henry G. Marquand, Thomas S. Young, 
Edward W. Lambert, Alanson Trask and J. F. De Navarro. 


—Commissioner Matthews of Ohio has issued an order to companies doing 
business in his State under the stipulated premium law of 1898, requiring them to 
insert in their policy forms the statement that the policyholder may be called 
upon for extra assessments in case of impairment of the company’s reserve fund. 
The law requires that if the reserve fund of such a company becomes impaired 
it must be brought up to the legal limit by levying extra assessments or re- 
ducing the value of all policies in force. 


—Hall, Henshaw & Gilmour have been appointed general agents for Boston 
and vicinity for the personal accident department of the Fidelity and Casualty 
of New York by E. E. Clapp & Co., managers for New York, New Jersey, 
Massachusetts and Rhode Island. Elmer E. Hudson goes with Hall, Henshaw 
& Gilmour, and will have charge of the new department. This appointment 
does not interfere with agency held by Ellison, Coolidge & Co., who will con- 
tinue to represent the Fidelity and Casualty, as heretofore. 


—The announcement in last week’s issue of THe Spectator to the effect that 
the State Life of Indianapolis had been barred from Nebraska until it is legally 
authorized to insure in its own State, was made from a misconception of the 
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facts on the part of our authority. The company is, of course, licensed in In- 
diana, although the question of issuing its “board contracts” there has been 
in dispute with the Auditor of State. Secretary Wynn writes us that the com- 
pany has not been ordered to abstain from doing business in Nebraska. 

—H. Warfield Volkmer, a Philadelphia agent of the Hartford Life, under 
Manager J. O. Hudson, disappeared recently, leaving a number of sadder, but 
wiser, people, whom he had succeeded in victimizing in one way or another. His 
victims were principally young men, whom he hired as sub-agents, inducing them 
to deposit. from $25 to $100 as security. He was arrested and released on bail, 
and promptly departed without settling with his numerous employees or with 
Manager Hudson, who has sworn out a warrant for his arrest. 





‘Fire Insurance Notes. 

Union Assurance of London has been admitted to Kansas. 

—North German of New York has been admitted to Illinois. 

—National Assurance of Ireland has been admitted to Michigan. 

—Munich Reinsurance is being examined by the Illinois Department. 

—United States Fire of Sioux Falls, S. D., has been incorporated, with a capital 
of $100,000. 

—Hartford Fire has appointed John H. Jennings agent at Indianapolis, with 
an independent line. 

—Trouble is being caused by rebating at Hopkinsville, Ky., and several agents 
threaten to leave the board. 

—South German Reinsurance Company of Munich has decided not to enter 
the United States at present. 

—Mayor of New Orleans has appointed President Janvier of the Sun on the 
water and sewerage board of that city. 

—Rumors that the Hartford Fire is to get control of the Franklin Fire of 
Columbus are denied by Secretary O’Kane. 

—W. L. Titus will have charge of the city department of the Western office 
of the Continental, succeeding W. A. Cavanaugh. 

—Manhattan Fire has been licensed in Colorado. Trezevant & Cochrane of 
Dallas, Tex., have been appointed general agents for the State. 

—National of Ircland has been admitted to Connecticut. The company has 
made a deposit of $200,000 with the Massachusetts Department. 

-~-United Fire of Baltimore has appointed Charles T. Goodrich of Newburgh, 
N. Y., special agent for several counties along the Hudson River. 

—United American of Milwaukee has commenced business with a capital of 
$50,000. John Paula has been elected president, and John Karel secretary. 

—Gerrett Terink, assistant secretary of the Netherlands Fire, is in San Fran- 
cisco, and it is reported that he will appoint a Pacific Coast representative. 

—Weed & Kennedy have appointed J. S. Irving, who has been connected with 
the W. S. Banta office for many years, special agent in the Metropolitan district. 

—Howard Edwards has filed a petition for a re€eiver to be appointed to take 
charge of the affairs of the Mutual Fire Insurance Company of Baltimore County. 

—Ex-Insurance Commissioner James H. Lambert of Pennsylvania was married 
August 30 to Miss Mary Margaret Weston at the home of her parents in Tor- 
resdale. 

—Salamandra Fire of St. Petersburg has secured permission from the Russian 
authorities to make a deposit in this country, and will soon begin business in 
New York. 

—Executive committee of the Chicago Underwriters Association has recom- 
mended to that body that brokers applying for licenses be no longer obliged 
to exhibit city licenses. 

—W. H. Cavanaugh, formerly connected with the Western department office 
of the Continental, has been appointed special agent of the Insurance Com- 
pany of North America. 

—A rate war seems likely in Birmingham, Ala. The German of Freeport and 
Helvetia Swiss are said to be cutting rates and the local board has asked per- 
mission to meet the cuts. 

—F. A. Kingsley, formerly vice-president of the Pittsburg Insurance Company, 
has been elected president to succeed the late Alexander Bradley. William 
Curry was elected vice-president. 

—Stamping office at Jackson, Miss., has been suspended and a rate war seems 
not at all unlikely. The trouble seems to have been brought about more by 
disloyal agents belonging to the board than by outsiders. 

—South-Eastern Tariff Association has been declared a trust by Mississippi 
authorities, and Governor McLaurin had intended to proceed against it, but 
the stamping office was abandoned before he commenced proceedings. 

~—Edward R. Buhler, who has been for several years connected with the agency 
department in the New York office of the Northern of London, has been ap- 
pointed special agent for Long Island, New Jersey and Eastern Pennsylvania. 

—S. A. Rothermel celebrates the twenty-fifth anniversary of his connection 
with the Traders of Chicago this month. By faithful service he has risen to 
his present position of assistant secretary and manager of the city department. 

—Tuttle & Turner of Syracuse, N. Y., have been appointed general agents of 
the Firemen’s Insurance Company of Maryland for Central New York State, 
their territory including the counties of Cayuga, Onondaga, Chenango, Oneida, 
Ontario, Madison, Wayne, Cortland, Oswego, Seneca, Tompkins, Orleans, Yates, 
and Jefferson. ; 

—Underwriters Special Agency and Adjustment Company of Denver has 
filed articles of incorporation. The objects of the company are to adjust losses, 
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inspect risks, make collections, appoint agents and act for companies as agents 
in doing any special agency work. The territory in which it intends to operate 
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includes all the Western States, with headquarters at Denver. The directors 
are the following: Charles J. Holman, New York; A. C. Heltzell, Chicago; 
Walter E. Dennison, San Francisco, and Hiram T. Lamey, Paul B. Gaylord, 
George C. Kellogg and Sylvester G. Williams, Denver. 

—Total fire losses in the United States and Canada in August, 1899, compiled 
by The Journal of Commerce, aggregate $9,703,700, as compared to $7,795,500 for 
August, 1898. The total losses for eight months, 1899, amount to $86,829,500, 
against $74,960,350 for the corresponding period in 1898, an increase of nearly 
$12,000,000 in eight months. 

—Losses in Philadelphia for the first eight months of 1899 have been extremely 
heavy as can be seen by the following figures: Losses for first eight months 
1899, $1,957,177; for same period 1898, $1,041,021; increase in loss for eight months 
of 1899 over 1898, $916,021; total loss of 1898, $1,368,277; increase for eight months 
of 1899 over entire year of 1898, $588,900. 

—At the anti-trust conference held in Chicago this week three papers were 
read of special interest to insurance men. They were: ‘The Arkansas Anti- 
Trust Law,” by Jefferson Davis, Attorney-General of Arkansas; ‘Insurance 
Combinations,” by E. C. Crow, Attorney-General of Missouri; and “Are In- 
surance Combinations Beneficial,” by E. C. Irvin, president of the National 
Board of Fire Underwriters. 

—Cable dispatches announce that William Grohnwaldt, manager of the South 
German Reinsurance Company, who recently visited this country, relative to 
entering the company in the United States, is to be succeeded by a new man- 
ager. While it has been known in certain offices that some of the directors 
were seeking the appointment of a new man, the announcement comes as a 
surprise to many of those having reinsurance contracts with this company. 

—President Craig of the New Zealand of Auckland has recently been in San 
Francisco and consulted with Manager W. P. Thomas in regard to the ad- 
visability of entering the Eastern States. Manager Thomas is expected to make 
an investigation of the condition of affairs in the East soon after the Union 
meeting, and if he decides to have the company operate in this territory the 
necessary deposits will be made and the company will begin business at once on 
a conservative basis. 

—It is not at all improbable that the dissatisfaction growing out of the present 
method of rating in Cincinnati will result in the adoption of the Cochrane 
system. Nearly all the companies are in favor of abolishing the Harding Bureau, 
and during the past week much comment has been made on the situation by 
visiting special agents, and it is hoped by the agents that the company man- 
agers who have so long failed to interest themselves will soon take a hand and 
bring about better conditions. 

—West Virginia Association of Local Fire Insurance Agents has been formed 
and the following officers elected: President, W. S. Foose; first vice-president, 
W. D. Paden; second vice-president, F. E. Nichols; secretary, A. F. Faulkner; 
treasurer, Wm. Lohmeyer. The meeting was held in Wheeling, and besides 
those present, letters were received from the most influential agents throughout 
the State, indorsing the organization and promising to join. The annual meet- 
ing will be held the first Tuesday in September each year. 








TOO LATE FOR CLASSIFICATION, 

—Annual meeting of the New Amsterdam Casualty was held yesterday. 

—Up to the time of going to press the report of the examination by the New 
York Department of the Mutual Reserve Fund had not been made public. 

—Robert H. Bennett, a son of the late F. C. Bennett of Cincinnati, succeeds 
M. R. Magill as special agent for the Hanover Fire in Ohio and West Virginia. 

—A quorum not being present at the regular semi-annual meeting of the 
Suburban Underwriters Association on Tuesday afternoon, an adjournment was, 
perforce, taken. 

—The Western Union met at Niagara Falls on Tuesday and listened to the 
annual address of President Cram, which was brief and made no recommenda- 
tions. All interest centered in the report of the committee of fifteen, which was 
to be made public on Wednesday. This is said to be an extremely strong 
document, and if it is adopted will make the Union a stronger body than ever. 
Prospects are bright for a continuance of the organization. Reports were pre- 
sented by the following committees: Fireproof engineering, statistical, classifi- 
cation, Kentucky and Missouri litigation, and the governing committee. 








WATCH THE DATE OF EXPIRATION OF AGENTS’ LICENSES. 


FIRE INSURANCE LAW CHART. 


A convenient Chart just issued by THE SPECTATOR CoMPANY, contains 
a Summary of Special State Laws Relating to Statements Required of Fire 
Insurance Companies, States Having Standard Policy and Valued Policy Law, 
Resident Agent Law, Law Relative to Co-insurances, Law Prohibiting Com- 
pacting or Re-insurance in Unauthorized Companies. The Chart also states 
Whether Home Office Statements are Required of Foreign Companies, gives 
the Final Date When Annual Statements may be Filed, When Tax Statements 
are Required, the Date of Expiration of Local Agents’ Licenses, and the 
Amount of Tax Required. 

The Chart is 13% by 18% inches, brass tipped top and bottom, and is 
printed on excellent bond paper, so that it may be hung up in a convenient 
place for ready reference. $1.00 per copy. Special prices quoted for quan- 


tities. THE SPECTATOR COMPANY, 
95 William Street, - - - New York. 








